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This is a reference book to assist approved mortgagees operating under 
Section 203 of the National Housing Act covering home mortgage 
insurance. 

Administrative Rules and Regulations under Section 203, describe the 
minimum requirements of a mortgage for insurance. The eligibility 
of a specific application, however, can be determined only after complete 
analysis by the FHA field office with jurisdiction. 

Full information regarding insurance under other titles and sections of 
the National Housing Act may be obtained from the FHA field office 
and from the listed FHA publications in Appendix IV. 

We hope the information in this handbook will be helpful in the prep- 
aration of mortgage insurance applications, will expedite processing, 
and will answer numerous questions of fact and policy normally encoun- 
tered by mortgagees during the life of an insured mortgage. 
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101. Approved mortgagees submit applications for 
mortgage insurance to the FHA field office having 
jurisdiction over the area in which the property de- 
scribed in the application is located. An applica- 
tion may be for a conditional commitment or a firm 
commitment, depending upon the specific circum- 
stances of the transaction. An application may cover 
a single property or a substantial group of properties 
in the same general area. 

102. A conditional commitment is requested in a 
case where the mortgagor is unknown and, therefore, 
cannot be specified in the application. The Com- 
missioner of the Federal Housing Administration 
agrees in a conditional commitment to insure a mort- 
gage in the amount and under the terms specified, 
provided a borrower is obtained who is satisfactory 
to the FHA. 

103. A firm commitment is requested when the 
mortgagee desires an agreement of tlie Commissioner 
to insure a mortgage on a specified property, with a 
specified mortgagor, in an amount and on terms to 
be stipulated in the commitment. The exhibit at the 
end of this chapter shows FHA Form 2024, “Request 
for Approval of Mortgagor (under outstanding com- 
mitment prior to insurance).” On the reverse side 
thereof is a description of optional procedure which 
may be used to expedite matters when a holding mort- 
gagee desires to substitute a mortgagor under an out- 
standing firm commitment or to convert a conditional 
commitment to a firm commitment. 

104. Upon completion of the analysis of the mort- 
gagee s application, the FHA field office issues a com- 
mitment to the mortgagee if die application has been 
found to be eligible for insurance. The commitment 
will specify the amount of the loan to be insured, 
die terms of die loan, the valuation of the property 
as determined by the FHA field office, and any con- 
dition which must be complied with before the 
mortgage can be insured. 

105. A firm commitment where an operative 
builder is mortgagor may also indicate in an addi- 
tional provision the maximum term and amount 


which will be insured if an owner-occupant 
the mortgagor. 

106. In the event an application is foun 
ineligible for mortage insurance, a writter 
setting forth in detail the reasons for inel 
will be sent to the mortgagee. 

107. The application for mortgage inj 
Forms 2004, 2004a and 2004c (for group subn 
Forms 2003-G and 2003-S) contains the mor: 
application for commitment, the property 1 
and description and the statement of the bo 
Inasmuch as the FHA derives its knowledge 
borrower largely from the statements made ii 
2004c, it is important that each item in the Mort 
Statement be correctly and adequately compL 
that a decision may be reached as to eligibilit 
out further inquiry. The form is largely 
planatory, although the following items ( 
comment. 

(a) Principal amount should be in multi' 
}{ioo, except that loans from $2,050 to |io,oc 
be in multiples of $50 if amortized over 20-, 
30-year periods. 

(b) The maximum rate of interest, the ma: 
amortization period, and the maximum ni( 
amount shall be as set forth under Secti( 
Administrative Rule.s. 

108. All applications, whether on propoj 
existing construction, for firm or conditiona' 
mitment or commitment for open-end advanc' 
be accompanied by an examination fee. Ther 
no fee shall be charged for any processing acti 
cept for extension of commitment. (For fe 
Appendix I.) 

109. A refund of the examination fee will b 
matically initiated at the end of 60 days, or so 
requested, if, before processing by the FHA fi 


ficc has begun, an application is withdrawn by the 
mortgagee or an obviously ineligible application is re- 
jected, Some delay in refunding a fee is unavoidable 
since actual payment is not made by the local field 
office but by the United States Treasury Department. 

no. A signed or certified copy of the contract of 
sale executed by the seller and buyer is required. If 
the property is being purchased without a siped 
contract, conclusive evidence of the amount of the 
purchase price must be submitted. If proposed con- 
struction is involved, and the services of a contractor 
are not contemplated, the mortgagor’s itemized esti- 
mate of the cost of construction should be included 
in lieu of a contractor’s bid. 

nr. The credit report on the borrower may be 
obtained by the lender and submitted with the appli- 
cation, or the credit report may be ordered for direct 
delivery to the FHA and the application submitted 
prior to its receipt. In either case, the action taken 
by the lender should be indicated in the appropriate 
space in the application (Forms 2004c or 2003-G). 

112. Verification of the borrower s ready ^ assets, 
including bank balance and securities, which are 
reported in the Mortgagor’s Statement, is required 
if pertinent to closing the loan transaction or if the 
mortgagor derives a substantial part of his income 
dierefrom. FHA Form 2004f may be used for this 
purpose, although any comparable method of veri- 
fication is satisfactory. 

113. FHA Form 2004g provides a medium by 
which the employment and income of the borrower 
may be verified, or any other statement by the em- 
ployer which shows the borrower’s income and con- 
tains a statement as to his employment prospects will 
suffice. If the borrower is self-employed, verification 
of employment is not, of course, required. 

1 14. If the borrower operates, his own business or 
is self-employed, a balance sheet and income state- 
ment of his firm or of his own financial position, 
whichever is appropriate, will be required. 

115. Drawings and specifications are required in 
duplicate with respect to all cases involving proposed 
construction. They must be accurate and sufficiently 
complete to set forth and describe the physical im- 
provements and the sizes, grade, and quality of rna- 
terial and workmanship. The requirements for 
drawings and specifications vary from one part of 
the country to another and specific requirements 
should be obtained from the local FHA office. Draw- 
ings and specifications should include: 

(<?) Plot plan indicating: 
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North arrow; lot boundaries; any adjoining street, 
alley, and easement; any lines fixed by zoning or 
restrictive requirements; location and dimensions of 
all buildings or other construction on the plot, in- 
cluding drives, steps, terraces, porches, any retaining 
walls, and similar items; distances between buildings, 
from building to lot lines, and from lot lines to struc- 
tures on adjoining property, if within 10 feet of lot 
line. 

{b) If individual water supply or sewage disposal 
system is involved, there shall be included complete 
details of construction, complete specifications, and 
a lay-out plan showing the location of all portions of 
the systems on the property covered by the appli- 
cation. If wells are used, show the approximate 
location of both such systems on each adjoining lot. 
List any fixtures not discharged into the sewage 
disposal systems, giving location and point of dis- 
charge. Location of all trees which are to remain or 
to be planted near any subsurface disposal field should 
be shown on the plot plan. Approximate depth of 
cut or fill, if any, at the location of the subsurface 
disposal field should be indicated. Certain FHA 
offices require approval of health authorities as to an 
individual water supply or sewage disposal system 
before submission of application. The local FHA 
office should be consulted to determine what re- 
quirements apply. 

(c:) Drawings must include plan of foundations or 
basement and all floor plans, all elevations, sectional 
wall details, and heating lay-out. On elevations, 
vertical distances between floors and between first 
floor and finished grade level to dwelling should be 
shown. Where the street is unpaved or the topog- 
raphy is not approximately level, the vertical dis- 
tance from the grade next to dwelling structure to the 
established grade of the adjoining street at the lot 
line should be indicated. 

(d) Outline specifications on Form 2005, Descrip- 
tion of Materials. Since the estimate of replacement 
cost is made by FHA field offices on the basis of only 
those materials specified, the proper completion of 
this form will prevent costly and time-consuming 
reprocessing after the issuance of the commitment. 

(tf) When a group of applications or a group sub- 
mission application involves repetitions of basic-type 
dwellings, a master plot plan showing the locations 
of all plots involved, arid the designation of the basic- 
type dwelling to be built on each site, is required m 
addition to the exhibits listed* above which are re- 
quired for each basic-type dwelling only. 


116. The application for conditional commitment, 
FKA 2004 and 2004aj consists of the mortgagee’s ap- 
plication and the address and description of the 
property only, as the borrower is not specified. 

1 17. Particular attention is directed to the spaces 
provided in the Supplement to Mortgagee’s Appli- 
cation and Mortgagor’s Statement, Form 2004c. If 


there is any indebtedness on the property, it should be 
described; if there is none, this should be stated. 
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118. APPLICATION CHECK LIST 


The documents and exhibits required for each type of Single Application for Mortgage Insurance or Conditional 
Commitment are listed below. The number which follows each item refers to the corresponding explanatory paragraph 
in this Handbook. The words "Yes” and "No" indicate whether a particular document or exhibit is required to 
accompany applications for the several kinds of commitments shown in the columnar headings. (Note; If applications 
cover properties located in a subdivision involving unimproved or partially improved land or groups of lots warranting 
special consideration, a presentation in duplicate on FHA Form 2084, "Subdivision Information Form," together with 
necessary exhibits as required thereon, must be presented before the applications can be processed,) Tie exhibits 
required with Group Applications arc substantially the same but reference should be made to the itemization thereof 
on Mortgagee’s Application for Mortgage Insurance on a Group Submission, Form 2003-G, or Application for Condi- 
tional Commitment on a Group Submission, Form 220TG, 


! ' ■ ■ 

1 

j Forms and exhibits 

! 

1 

Para- 

graph 

Firm commit- 
ment 

i 

Conditional 

commitment 

Conditional to 
firm 

refer- 

ence 

Pro- 

posed 

Exist- 

ing 

Pro- 

posed 

Exist- 

ing 

Bl 

H 

Application FHA 2004-2004a 

1 107 

Yes.... 

Yes ... . 

Yes. . . . 

Yes..,. 

No ... . 

No. 
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FHA 2004c 

B9 

Yes. . . . 

Yes.... 

No .... 

No ... . 

Yes.... 

m 


mm 

Original or certified copy of purchase contract. 

110 

Yes.... 

Yes. . . , 

No ... , 

No. . . . 

Yes.... 

Yes. 

Contract bid or itemized estimate of cost 

no 

Yes.,.. 

No.,.. 

No. . . . 

No. . . . 

No,,.. 

No. 

Builder’s or seller’s agreement to furnish FHA 
appraisal and warranty 


Yes. , 

No. . , . 

Yes..,. 

Yes. , . , 

No. , . . 

No. 

Credit report on mortgagor 

111 

Yes.... 

Yes. , , , 

No. . . . 

No. . . , 

Yes.... 

Yes. 


Verification of assets 2004f 

112 

Yes.... 

Yes..., 

No. . . . 

No. , . . 

Yes.... 

Yes. 

Verification of employment 2004g 

113 

Yes... , 

Yes.,.. 

No. . . . 

No..,. 

Yes, . . . 

V«o 



Financial statement, if mortgagor self-em- 
ployed. 

114 

Yes,.,, 

Yes... 

No. . , , 

No. . . , 

Yes,,.. 

Yes. 

♦Drawings and specifications, including plot 
plan, floor plan, elevations, foundations, 
heating lay-out, construction details; de- 
scription of materials-— 2005. 

115 

Yes, .. . 

No..,. 

Yes.,,. 

No,,.. 

No.... 

No. 


For fees sec Schedule of Fees, Appendix I. 

*A!1 forms and exhibits to be su'bmitted in original or single copy, except drawings and speciheations which are to be submitted in duplicate. 
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II. COMMITMENTS 


201. Upon a finding of eligibility by the FHA field 
officcj a commitment, FHA Form 2007 (for group 
submissions, Forms 2007-G and 2007-S), will be 
issued to the mortgagee as evidence that, subject to 
terms and conditions specified on the commitment, 
the mortgage loan will be insured. 

202. The commitment stipulates: 

(a) The FHA serial number. 

(b) The particular general provisions applicable, 
dependent upon whether a conditional or a firm 
commitment. 

(c) Specific conditions which must be complied 
with before the mortgage may be insured. 

(d) The expiration date of the commitment. 

(e) The amount of the mortgage loan. 

(/) The amortization period. 

(g) In the case of a conditional commitment, or, 
a firm commitment (operative builder mortgagor) 
with additional provision for owner-occupant pur- 
chaser, subsequent insurance of the mortgage loan 
in the amount and term shown is conditioned on 
approval of mortgagor by the Commissioner. 

(//) The interest rate (firm commitment only). 

(i) The number and amount of monthly payments 
(firm commitment only). 

(/) The amount of the first annual insurance pre- 
mium (firm commitment only). 

(/() The FHA valuation of the property. 

203. The term of the firm or conditional commit- 
ment initially issued by the Federal Housing Admin- 
istration for existing construction is 4 months; for 
proposed construction 8 months, subject to cancel- 


lation by the Commissioner after 60 days from ciat 
of issuance if construction has not started, except i 
those cases where the mortgagee has disbursed an 
proceeds of the loan. 

204. The firm commitment also provides spac 
for certification to be completed by the mortgagor an 
mortgagee at the time of endorsement for insurano 
Where a firm commitment is made on group sul 
missions. Form 2007-G, the certifications to be con 
pleted by the mortgagor and mortgagee at the tiin 
of endorsement for insurance are contained on th 
supplemental Form 2007-C, Mortgagor and jN 4 or 
gagee Statements. 

205. A commitment may be transferred from on 
approved mortgagee to another, provided written ev 
dence of assignment is placed on or attached to th 
face of the commitment. The FHA Insuring Offic 
should be notified of such assignment. 

206. In instances where the original commitmer 
submitted with closing papers is executed by a bo 
rower on whom underwriting determination of a< 
ceptability has been made, but the instruments ai 
drawn in the name of a previous mortgagor, a writte 
statement from the mortgagee to the effect that th 
mortgage liability has been assumed by the purchas< 
is acceptable. 

207. The mortgagor’s and mortgagee’s certificatio 
on the reverse of the commitment (on Form 2,c 
where group submittal) must be executed subse< 

to the date on which the credit instrumeni 
executed. 
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III. COMPLIANCE INSPECTIONS 


301. In connection with all cases involving pro- 
posed construction, the commitment requires that the 
mortgagee send written request for inspection to the 
FHA field office when construction is about to reach 
each of the following stages: 

{a) When excavation is completed and ready for 
footings and foundations; or, when foundations have 
been completed but before backfilling; or at another 
stage stipulated by the FHA field office when better 
suited to the construction; 

{b) When the building is enclosed but the struc- 
tural members are still exposed, and while rough- 
ing-in; i, e., heating, plumbing, and electrical work, 
is in place and visible; and 

(c) When the building construction is completed 
and the property is ready for occupancy. 

302. Sending the request to the field office in ad- 
vance of the date when an inspection is requested 
is desirable in order to avoid delay in construction 
work. FHA Form No. 2289, Mortgagee s Request 
for Compliance Inspection, is provided for the con- 
venience of mortgagees, but written notification may 
be made by other means. The necessary approved 
reports on inspections made are released only after 
receipt of such written requests from the mortgagee. 

303. If compliance inspection of the property re- 
veals that construction was completed or begun prior 
to the date of approval for mortgage insurance, such 
property will not be eligible for mortgage insurance 
under Section 203 (b) or (i) of the National 
Housing Act. Proposed construction to be eligible 
under Section 203 for the maximum mortgage 
amount in addition to the above requirement 
that (i) it be approved for mortgage insurance prior 
to the beginning of construction, must also (2) com- 
ply with FHA construction requirements, as evi- 
denced by a final Compliance Inspection Report 


showing satisfactory compliance. Existing construc- 
tion (i. e., property completed without meeting the 
requirements above for proposed construction or 
property under construction) is eligible only under 
section 203 (b) and must meet the “Objectives” stated 
in the FHA Minimum Property Requirements. 

304. The FHA inspector completes a Compliance 
Inspection Report, FHA Form No. 2051, setting forth 
the results of each inspection. An unapproved copy 
of his report is left at the site for the contractor’s con- 
venience, except when final inspection is involved. 
This report, which is subject to change, becomes offi- 
cial only after review and approval by the insuring 
office, indicated by the signatures of the proper staff 
officials. A copy of the approved report is forwarded 
to the mortgagee in order that he may transmit the 
findings to the mortgagor or sponsor. 

305. When reinspection is required for any reason, 
it should be requested in the manner described in 
paragraph 302. 

306. The general provisions of the commitment 
require the completion of construction as proposed in 
the application and in compliance with any amend- 
ments or additions either appearing on the commit- 
ment or noted on the drawings and specifications, as 
corrected by the FHA field office and returned to the 
mortgagee. It is therefore important that the mort- 
gagee deliver such drawings and specifications and a 
copy of the commitment to the mortgagor, builder, 
or sponsor. 

307. The mortgagee should caution the mortgagor 
that departure from such exhibits is permissible only 
by written approval of the mortgagee and the FHA. 
Requests for consideration of such changes must be 
submitted to FHA by the mortgagee. 

308. Care should be exercised by the mortgagee and 
by the builder to assure that construction work has 
reached the appropriate stages at the time inspections 
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are requested; that the FHA serial number stamped 
on the commitment is conspicuously posted on the 
site; that the approved drawings and Descripion of 
Materials, required by the FHA olHce to be main- 
tained at the site, are accessible to the inspector; that, 
if the dwelling is locked, arrangements have. been 
made for the inspector’s admittance; and, that the 
mortgagor or his representative is present if the house 
is furnished. Delay in the progress of the work will 
be avoided if the above precautions are observed. 

309. The mortgagee should caution the builder that 
the commitment requires that all construction equal 
or exceed the applicable FHA requirements and that 
when corrections arc essential reinspection will be re- 
quired unless the corrected work will be visible for 
examination at the time of the next regularly sched- 
uled inspection. 

310. If, at the time of a requested inspection, it 
is found that construction has progressed beyond the 
regularly scheduled stage for such inspection, and, 
if critical portions of the work have been concealed, 
the inspector may refuse acceptance unless those 
portions are uncovered so that he may ascertain 
whether compliance has been effected. 

31 1. When a comjdiance inspection report indi- 
cates extensive noncompliance involving major vari- 
ations from the exhibits on which the commitment 
was based, such as changes in room sizes or arrange- 
ment, or in exterior appearance, no further request 
for inspection will be honored unless the mortgagee 
advises in writing that compliance has been effected, 
or lequests reconsideration based on acceptance of 
such variations. 

312. When construction is reported to be unaccept- 
jble because of extensive noncompliance with FHA 
requirements, with the approved exhibits, or with 
pod construction practice, no further request for 
nspection will be honored by FHA until the mort- 
gagee submits written request for reinspection, 
fating that compliance has been effected. 

313* some instances the inspection report may 
ndicate that building improvements have been ac- 
eptably completed subject to receipt of certification 
hat the mortgagee’s inspection reveals satisfactory 
ompletion of all items listed with reference to state- 
lent 12 on the inspection report. This action is 
>nfined to minor nontechnical items of insignificant 
09-31 5 


cost or value, and is used only when there remain no 
other unfulfilled conditions of the commitment, ex- 
cept those eligible for completion under an escrow 
agreement, including the acceptable completion of 
any required individual water supply or sewage dis- 
posal system, as evidenced by inspection reports and 
properly executed Forms 2217 and/or 2218. Such 
certification must be made in writing by the mort- 
gagee and must state that the subject property has 
been inspected by an official or employee of the 
mortgagee s organization and that the items listed 
on tJie related report were examined and found to 
have been satisfactorily completed. 

314. When construction has been completed and 
all specific conditions of the commitment have been 
acceptably fulfilled, except items listed on the compli- 
ance inspection report, completion of which is delayed 
by conditions beyond control, the FHA may accept 
the Mortgagee’s Assurance of Completion, FHA 
form 2300, in lieu of actual completion of the work. 
Upon receipt of this form, properly executed, together 
with proper closing papers, the mortgage will be con- 
sidered insurable. Form 2300 must provide for the 
withholding of the sum indicated on the Compliance 
Inspection Report (which will be a minimum of $100 
on each case, or two times the cost of completing the 
work as estimated by FHA, whichever is the greater) 
and must provide for completion of construction not 
later than the date specified by FHA. The local FHA 
office prepares Form 2300 for the mortgagee’s sig- 
nature. The assurance of completion represents an 
agreement solely between FHA and the mortgagee 
and does not relieve the mortgagee of assuring itself 
by supplemental agreement, or otlierwise, that it will 
be in a position to see that the work is done. The 
mortgagee will be held responsible for seeing that the 
work is completed even though the amount of funds 
specified may prove to be insufficient. Failure •^n the 
part of mortgagee to fulfill promptly the conditions 
of this agreement may compel the insuring office to 
deny this type of accommodation to the mortgagee in 
the future. 
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the mortgagee makes written request for inspection 
thereof. If inspection reveals that all of the deferred 
Items have been satisfactorily completed, a Compli- 
ance Inspection Report so hid ica ting is transmitted to 
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the mortgagee. The mortgagee must then disburse 
the escrowed funds and notify the FHA field office 
of such action by use of Form 2300a, Notice of Dis- 
bursement of Escrowed Funds. 

316. Transfer of funds under a mortgagee’s assur- 
ance of completion is permitted. It is to be under- 
stood, however, that the original mortgagee will not 
be released from its responsibility under Form 2300 
unless the transferee assumes the responsibilities of the 
transferor under Form 2300. This may be accom- 
plished either by the execution of a new Mortgagee’s 
Assurance of Completion or by making a proper en- 
dorsement on the existing form to the effect that the 
transferee, as holder of the mortgage, accepts the 
escrow agreement and assumes the responsibilities of 
the transferor in connection therewith. 

3 ^ 7 ' the commitment, in a case involving exist- 
ing construction, requires one or more com- 
pliance inspections, the same procedure, in principle, 
is followed as for proposed construction. 
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IV. ENDORSEMENT FOR INSURANCE 


401. The mortgage note will be endorsed for in- 
surance by the FHA, provided the conditions and 
terms of the commitment for insurance have been 
met, and upon presentation of the following: 

{a) The amount of the insurance premium for 
the first year, as stipulated in the commitment. 

{b) The original outstanding commitment, Form 
2007, with certifications on the reverse side properly 
executed by the mortgagor and mortgagee, as fol- 
lows: Showing the required information regarding 
occupancy by the mortgagor; showing the mort- 
gagor’s acknowledgment of receipt of the full amount 
of the mortgage proceeds; dated not prior to the exe- 
cution date of the mortgage and mortgage note. 

Where in connection with a group submission 
commitment , the operative builder is the mortgagor, 
in lieu of returning the origmal commitment the 
necessary certifications are submitted on Form 
2007-C, Mortgagor and Mortgagee Statements. 

(c) Certified copy of the original mortgage as fob. 
lows: Drawn on an approved and authorized form 
and free from any unauthorized variations, the prop- 
erty described in the mortgage being the same prop- 
erty with re.spect to which valuation determination 
was made and on which the commitment was 
issued. It is the responsibility of the mortgagee to 
obtain a good and valid first lien on the property 
upon which the FHA places its valuation. 

(d) Original anil copy of mortgage note as follows : 

(1) Drawn on an approved and atithorized form 
and free from any unauthorized variations. 

(2) Amortization payments to mortgage loan shall 
begin on the first day of a month not later than the 
ninth month from the date of the firm commitment 
or the date of the conditional commitment, if any, 
whichever date is earlier, except that the mortgagee 
is hereby authorized to extend this date to the first 
day of a subsequent month if the subject property has 


not been sold or occupied, but in no event may it be 
extended beyond the first day of a month not later 
dum one month after the expiration date of the 
commitment. 

(3) Original shall be signed by the borrowers, 
with the signatures being readily identifiable as the 
signatures of the borrowers on whom credit determi- 
nation was made. The names of the borrowers as 
shown in the spaces for signature on the copy may be 
typed. 

(4) The date of execution shall be clearly indicated. 

(5) The date of execution shall be as of, or prior 
to, the date of the mortgagor’s acknowledgment on 
the reverse of the commitment. 

(6) The interest rate, loan amount, monthly pay- 
ment and term shall be in agreement with the amor- 
tization provisions as shown on the commitment. 

{e) In cases submitted after more than two 
monthly payment due dates have been passed, it will 
be necessary that the mortgagee submit with closing 
papers a statement that payments on the loan are 
current. 

402. The original mortgage note, with the en- 
dorsement for insurance properly executed, will be 
returned to the mortgagee together with three copies 
of an amortization schedule covering the payment 
pattern of a mortgage loan in the amount and for 
the term of the subject mortgage, 

403. It is suggested that a mortgagee, in applying 
for mortgage insurance for the first time, present its 
mortgage document to the local FHA office for re- 
view and advice before recording in order that any 
necessary corrections or adjustments may be made. 
However, it must be borne in mind that many matters 
of concern to a conveyancer, lender or insurer of titles 
are of no concern to the FHA as an insurer of mort- 
gages, 

401-403 
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V. AMENDMENTS TO MORTGAGE TRANSACTION 
PRIOR TO INSURANCE 


501. Occasions may arise, after a commitment has 
been issued to the mortgagee, wherein some amend' 
ment to the transaction is desirable. Requests for 
amendment must always be submitted in writing by 
the mortgagee to the FHA field office from which 
the commitment was issued. The types of amend- 
ment most frequently requested are discussed below. 
Documents necessary to each request are described, 
and any required fee is specified. 

502. A letter requesting a change of term must be 
accompanied by the original commitment. No fee 
is required and the original commitment will be 
amended if the change is approved. 

503. A request for a substitution of the borrower, 
which may be made at any time before the endorse- 
ment for insurance, requires submission of FHA 
Form 2004c, Personal Financial Statement. No 
fee is required with a request that a substitute 
borrower be approved. Form 2024, Request for Ap- 
proval of Mortgagor, may be submitted in place of 
returning the outstanding commitment, together 
with FHA Form 2004c. 

504. A request to reconsider an application rejected 
because of the borrower should be accompanied by 
any additional information pertinent to credit anal- 
ysis. No additional fee is required in connection 
with a review within 2 months of a previously re- 
jected application if the original examination fee 
has not been refunded by the field office. 

505. A modification of lot is considered as a 
change in the boundaries of the lot described in the 
original application. The letter requesting approval 
must contain a complete revised legal description of 
the property. Approval of the request, if eligible, 
will be by letter; but if a change in the amount is 
involved, the original commitment must be returned 
for amendment. No fee is required for such a 
request. 


506. A change of location of substantially the same 
dwelling by the same mortgagor upon a piece of land 
other than that described in the original application 
will be approved only where construction under the 
original application has not commenced. A change 
of location may be requested by letter, although it is 
preferable that a new property description, Form 
2004a, be submitted; in any event the original com- 
mitment must be returned. A change of location in- 
volving the same mortgagor and an operative builder 
and substantially the same dwelling requires no fee, 
but if a new mortgagor or a different dwelling is in- 
volved the request will be treated as a new application 
and a full examination fee will be collected. 

507. A request for a major change in the approved 
drawings or specifications or both should be ac- 
companied by exhibits to show clearly the changes 
which are proposed. If the proposed changes involve 
no increase in amount, the mortgagee will be advised 
by letter as to the action taken; otherwise the original 
commitment must be returned for amendment. 

508. An increase in amount of an application in 
process may be requested by letter stating the reason 
for the request, or by the submission of a new appli- 
cation, Form 2004. No fee is required for such a 
request. 

509. If the request for increase in amount is made 
after the commitment has been issued, the request 
may be submitted by letter or by a new application, 
Form 2004, and must be accompanied by the original 
outstanding commitment. If approved, the commit- 
ment will be amended as of the date of approval and 
no fee will be required. 

510. Commitments covering properties to be con- 
structed will be issued for a term of 8 months and 
commitments covering existing properties or prop- 
erties under construction will be issued for a term of 

501-510 
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4 months. Commitments outstanding at any time 
may be extended beyond the maximum terms stated, 
upon request by the mortgagee, but such extensions 
will require the payment of an extension fee of S20 
which should be submitted with the mortgagee’s 
request. The mortgagee may be notified by letter 


as to the extension of time, or, if the original com- 
mitment has been returned, the extension of time 
may be noted on its face. If the commitment has 
expired it may not be extended by amendment and 
may only be reopened as a new application upon 
payment of the full examination fee. 


510 
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VI. AMENDMENTS AFTER THE MORTGAGE 
HAS BEEN INSURED 


6 01. The holding mortgagee may desire, with the 
consent of the mortgagor, to change the existing 
credit instruments. The following types of modifi- 
cation which require tire approval of the FHA may 
be accomplished by amending the original credit 
instruments. 

602. The submission of FHA Form 2210, Consent 
to Substitution of Mortgagor, is required whenever 
the mortgagee desires to release the present mort- 
gagor from liability under the insured mortgage and 
wishes acceptance by the FHA of a new mortgagor 
under the Contract of Insurance. Form 2210 must 
be submitted in triplicate, and must be accompanied 
by the mortgagor’s statement on Form 2004 anti by 
a signed or certified copy of the purchase agreement. 
The portion of Form 2004 pertaining to the mort- 
gagee’s application does not apply to this type of 
request and need not be signed by the mortgagee. 
If title has been conveyed to the purchaser, the re- 
quired down payment has been made, and the mort- 
gage obligation has been assumed by the purchaser, 
sections (C) and (D) on the reverse side of Form 
2210 should be completed. In this event, consent of 
the FHA to the release of the first mortgagor will be 
evidenced by the completion of section (E) and the 
original of the form, properly executed, will be re- 
turned to the mortgagee. If title has not been con- 
veyed to the purchaser, the required down payment 
has not been made, or the mortgage obligation has 
not been assumed, preliminary approval to the sub- 
stitution will be given by the execution of section 
(B) of Form 2210 by the FHA. If within 90 days 
the transaction is completed and Form 2210 is re- 
turned with sections (C) and (D) properly executed, 
the final consent of the FHA will be given by the 
completion of section (E), , 

603. Section (A) of Form 2210, which indicates 
whether the property already has been or is to be 
transferred, must be completed. This information 


determines whether preliminary approval (sec, 
or final consent (sec. E) to the transaction will 
executed by the field office. Section (C) is to 
filled in at the appropriate time and executed by 
new mortgagor in duplicate, in accordance with 
tual facts. Space is provided for the insertion of 
actual amount paid toward the purchase price j 
for indication as to whetlier the new mortgagor 
cupies the property at the time of execution. 

604. An extension of time beyond 90 days ma^ 
requested by the mortgagee and will be approve^ 
circumstances appear to warrant continuation of 
preliminary approval. 

605. If tile terra of an insured mortgage is tc 
extended by execution of a new mortgage note t( 
presented for insurance endorsement, the case she 
be handled by filing a new application with full 
amination fee for processing as a superseding tri 
action. However, the term of an insured mortg 
may be extended by modification of the credit 
strument, provided that the total term (measi 
from the date of endorsement for insurance) ( 
not exceed the statutory limitation specified in 
rules and regulations under which the mortjt 
was originally insured, and provided further, 
the new term is all or part of some standard F 
amortization plan. An extension of term by m 
fication may be requested by letter without 
and if approved the mortgagee will be adv 
by a letter which will specify the effective ( 
the date of the first payment on the new basis, 
amount to which the payments must be adjuste< 
the effective date, the amount of the new mon 
payment, the interest rate for the remaining pei 
and the new maturity date. The latter letter 
further require evidence of the final action take) 
the mortgagee. A new amortization schedule 
be provided the mortgagee. 
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6 06. Modifications involving a decrease in the term 
of the insured mortgage under which the borrower 
obligates himself to assume a higher monthly pay- 
ment require FHA approval. A request for approval 
in such instances should be made by letter, without fee, 
and the mortgagee will be advised by a letter which 
will specify the effective date, the date of the first pay- 
ment on the new basis, the amount to which the pay- 
ments must be adjusted on the effective date, the 
amount of the new monthly payment, die interest rate 
for the remaining period, and the new maturity date. 
A new amortization schedule will be provided the 
mortgagee. 

607. A request that the FHA approve the release 
of a part of tlie security from the mortgage must be 
submitted by the mortgagee in duplicate and must 
contain the following information: 

{a) A statement as to whether or not the mortgage 
is in good standing. 

{b) The amount of the outstanding principal 
balance. 

(c) The date the last monthly payment was made 
by the mortgagor, and, if there is a delinquency, the 
number of delinquent monthly payments. 

{d) A complete legal description of the property 
to be released. 

(?) The mortgagor’s reasons for requesting the 
mortgagee to make the release. 

(/) A statement as to the contemplated use of the 
land to be released. 

(g) The consideration, if any, to be received by 
the mortgagor. 

(/;) The amount of required prepayment that the 
mortgagee will require. 

(/) Any restrictions to be imposed upon the land 
involved in the release. 

(/) A survey or sketch of the property showing 
the dimensions of the portion to be released, the 
location of present improvements, the relation 


to surrounding properties, and any proposed 
improvements. 

{k) Drawings, specifications, and an estimate of 
the cost of any alterations proposed for the property 
after release. The mortgagee will be notified in writ- 
ing, upon a favorable finding, that the Commissioner 
approves the release. The completion of the release 
is the responsibility of the mortgagee. Notification 
must be submitted by the mortgagee at the appropri- 
ate time to the effect that the release has been effected, 
that any conditions of the release have been complied 
with, and that the outstanding principal amount has 
been reduced, if previously stipulated. 

608. The following actions require the substitution 
of new credit instruments, which must be submitted 
to the FFIA for endorsement: 

{a) Any request for increase in amount after the 
mortgage has been insured (except open-end ad- 
vances as provided for under Section 225 of the 
Housing Act of 1954 — See VI 1-731 and 732) will be 
regarded as a new submission and will require a new 
application for firm commitment accompanied by 
the examination fee. 

{b) The refinancing of an existing insuretl mort- 
gage requires the execution of new instruments and 
the submission of a new application for firm com- 
mitment, accompanied by the examination fee. If 
the application is submitted by a mortgagee other 
than the holder of an insured mortgage, the re- 
financing certificate in the application form must be 
signed by the mortgagor. 

(?) If an extention of maturity is requested be- 
yond the legal maximum of the original note it is 
necessary that a new contract of insurance be sub- 
stituted. Such a request must be accompanictl by 
the examination fee, 

609. Prior approval by the FHA is not required 
for modification of existing instruments to cover a 
reduction in the interest rate or the elimination of a 
service charge. 
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L HANDLING OF INSURED MORTGAGES 


tioii and Sections VIII through XI are 
;ist mortgagees and servicing agents 
y of insured mortgages and to avoid 
Tcspondence and delay. Included in 
discussion are important matters re- 
ilculation, collection, and payment of 
•ance premiums; partial prepayments 
ortgages; reporting substitutions of 
•ansfers of insured mortgages; pre- 
till prior to maturity; and the prep- 
fiscal forms in connection with filing 
Uures. 

It step involved in handling an FHA- 
ige, after it has been closed, is to set up 
counts required under FHA regula- 
. setting these up will eliminate many 
is. Since the set-up for all these es- 
nortgagc insurance premium, hazard 
taxes — is practically the same, except 
[ due dates and amounts involved, only 
lent of the mortgage insurance pre- 
will be discussed here. 

:row fund for mortgage insurance pre- 
lishcd, as are the mortgagor’s escrows 
lazard insurance, at the time of closing. 
;c provides in its settlement statement 
ion of the initial mortgage insurance 
1 one-twelfth of the second annual 

strate how the premium escrow is es- 
how the various entries are made to 
Trough and including any adjustment 
1 the second annual premium is paid 
a typical mortgage for $4,000 at 4 
St for 20 years will be used. The first 
mortization schedule furnished by the 
i a mortgage is shown as Exhibit i at 
is section. 


705. Exhibit 2 shows the calculations, based on 
that schedule, and a condensed version of the ' 
entries to be made to the premium escrow account 
when the mortgage is endorsed for insurance before 
the amortization date, in the table captioned 
Method I; the calculations when the mortgage is 
endorsed in the second half of the amortization year 
are shown under Method II. The amortization date, 
it should be remembered, is a day 30 days prior to 
the date 'of the first monthly payment to principal 
and interest. 

706. For purposes of illustration it has been as- 
sumed that in both cases shown the date of closing 
was April 15, 1954, the amortization date June i, 1954, 
and the date of first payment July i, 1954. 

707. In the case shown in Method I, it is assumed 
that the mortgage was endorsed for insurance on May 
15, 1954, 17 days before the amortization date, In 
the case shown under Method II, the date of endorse- 
ment was assumed to be December 12, i 954 ) ^94 
after the amortization date. 

708. The accuracy with which the mortgagee has 
established the premium escrow account can, in every 
case, be checked at the time the mortgagee receives 
the premium notice from the FHA for the second 
annual premium, the amount of which may, under 
certain condition, be stated on an adjusted basis. 

709. The necessity for an adjusted second annual 
premium arises in one of the following three in- 
stances; (i) where endorsement for insurance occurs 
prior to the beginning of amortization; (2) when 
endorsement occurs during the second half of the first 
or second amortization years; and (3) where pay- 
ments are remitted in excess of the amount required 
for the initial premium. 

710. Since the date on which the mortgage will be 
endorsed for insurance (and on which the premium 
obligation begins) cannot be determined in advance, 
FHA regulations require the mortgagee, when for- 
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701-710 





the mortgage documents for endorsement, 
an initial premium equivalent to 14 percent 
.im of the average principal balances for the 
owing the amortization date, 
f the date on which the mortgage was en- 
vas prior to the amortization date, the initial 
n transmitted by the mortgagee will not have 
the period from the date of endorsement to 
rtization date. The unpaid premium for this 
s included in the FHA premium notice when 
liar second annual premium becomes payable 
anniversary of the amortization date. The 
due is lumped with the regular second annual 
:n in the billing; hence the terminology “ad- 
econcl annual premium.” 
in order to be in funds when the “adjusted 
annual premium” becomes payable in such 
1C mortgagee should check the mortgage docu- 
ls soon as the FHA returns them, to determine 
ate of endorsement for insurance precedes the 
mtion date. If it does, the mortgagee should 
iately collect from the mortgagor an amount 
ent to 14 percent per annum of the mortgage 
al for the period from the date of endorse- 
o the amortization date. If the period is less 
full month, the amount involved should be 
:d in one installment. If the period runs for 
months, the amount may he collected in 
ly installments. 

It will be observed that in the case illustrated 
hod I (Exhibit 2) the period was for only 17 
lid the mortgagee collected the 93 cents in a 
installment. 

When endorsement occurs in the second half 
amortization year, the mortgagee is entitled 
orata credit of a portion of the initial premium 
: period from the amortization date to the date 
orsement. This credit, or refund, is made by 
dA when the regular second annual premium 
es payable on the anniversary of the amortiza- 
ate. This is done by deducting the credit from 
gular second annual premium. It will be ob- 
that in Method II (Exhibit 2) the mortgage 
ndorsed 194 days after the amortization date 
lat the second annual premium was calculated 


by deducting from the regular second annual pre- 
mium of fjip.oS the credit of $10.48. 

715. After the second annual premium is paid, 
annual premiums are payable In the amounts shown 
in the amortization schedule. 

716. Under the contract of insurance the mort- 
gagee is obligated to pay annual premiums in the 
amount due. While the FHA forwards premium 
notices for the convenience of the mortgagee, the 
failure to forward such notice, or any error in the 
proper premium amount, does not relieve the mort- 
gagee of its obligation to pay the amount due undei 
the contract of insurance. 

717. Prudent mortgagees and servicing agents 
should carefully check the amounts reflected in the 
premium notices against the amount.s shown in the 
amortization schedule. When there are differences, 
payment of the premium in question should be 
withheld until reconciled with the FHA Comptroller. 

718. Individual premium notices are forwarded to 
the mortgagee of record or the servicing agent des- 
ignated by the mortgagee, approximately 30 days be- 
fore such premiums are payable. The premium no- 
tices are on a continuous form, the last part of which, 
for the convenience of the mortgagee, carries a sum- 
mary showing the total of the individual notices 
attached. Each premium notice is accompanied by 
a record of payment form which should be completed 
when the premium is paid by inserting the check 
number and date paid. The record of payment form 
should be retained for convenient payment reference 
as the FHA does not furnish receipts for premium 
payments. 

719. When the notices are received by the mort- 
gagee, those for regular annual premiums should be 
checked against the amortization schedules and those 
for adjusted second annual premiums should be veri- 
fied by calculation. 

720. If it is found that all of the notices are cor- 
rect and payable, payment may be made by forward- 
ing a remittance for the exact amount shown in the 
summary notice to the Comptroller, Federal Hous- 
ing Administration, Washington 25, D. C., accompa- 
nied by the summary notice only. The individual 
premium notices may be retained by the mort- 
gagee or servicing agent as a posting instrument to 
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allocate the premium remittance to the individual 
mortgage escrow accounts or for such other purpose 
as may be desirable. 

721. If it is found that a premium is payable for 
which a premium notice was not received, a letter 
citing the complete FHA case number should be 
directed to the Comptroller, Federal Housing Ad- 
ministration, Washington 25, D. C., requesting a 
premium notice. 

722. In many instances, however, especially those 
involving numbers of notices, the FHA billing will 
require the reconciliation of differences. These gen- 
erally arise from the following situations: 

(a) The billing may include premium notices on 
cases which were sold to another mortgagee or on 
which the servicing was assigned to another servic- 
ing agent, which the FHA did not clear from the 
billing because notices of such sale or assignment 
were not received in time. In such cases, the mort- 
gagee or servicing agent should redirect the premium 
notices and record of payment forms to the new 
mortgagee or servicing agent. The amount of such 
redirected notices should be subtracted from the 
amount of the summary notice. The remittance to 
the FHA should then be accompanied by a letter 
listing the cases redirected and showing the name 
of the new mortgagee or servicing agent. If Notices 
of “Transfer by Transferor and Transferee” or Forms 
994 (to change direction of premium notices only) 
have not been forwarded, such forms should be 
submitted without delay in order that the FHA’s 
records may be revised and premium notices properly 
directed. 

(b) The billing may include premium notices on 
cases which were paid in full by the mortgagor before 
the due date of the premium but which were not re- 
ported to the FHA in time to stop the billing. The 
amount of premium for such cases should be de- 
ducted from the amount shown in the summary 
notice, and the remittance and summary notice when 
forwarded to the FFIA should be accompanied by 
the individual notices on the prepaid cases. Each 
notice should be marked to indicate the date on which 
the loan was paid in full and the date that Report of 
Prepayment of Insured Mortgage (FHA Form 2344) 
was forwarded to the FHA, If the prepayment has 


not been previously reported, an executed Form 2344 
in quadruplicate should be attached to the premium 
notice being returned. Remittance should not be 
withheld unless the loan has actually been prepaid 
prior to the due date shown in the premium notice. 

(c) The billing may include a regular annual pre- 
mium notice for an amount which does not agree 
with the premium shown on the amortization sched- 
ule as due on the case, or an adjusted annual pre- 
mium notice for an amount which does not agree 
with the mortgagee’s calculation. In this connec- 
tion, careful note should be taken of the period 
covered as set forth in the notice, as adjusted premium 
calculations are generally made on the basis of a 
period of less or more than a full year, as outlined 
in preceding Paragraphs 709 through 715. If dis- 
agreement still exists, the mortgagee should deduct 
the amount of the premium notice in question from 
the amount of the summary notice. The individual 
premium notice and record of payment form, accom- 
panied by a letter outlining the discrepancy, should 
be returned to the FHA with the remittance and 
summary notice. 

723. To assist mortgagees and servicing agents in 
reconciling a premium billing, the premium recon- 
cilement form (Exhibit 3) designed and is 
enclosed with each billing. The form provides a 
convenient vehicle for reconciling on one instrument 
the various differ cnees which have been outlined and 
may be used in lieu of individual letters. The pre- 
mium reconcilement form contains a schedule foi 
listing redirected premium notices which may be 
received in time to be included in the remittance for 
the monthly billing. When payment is being made 
for such redirected premium notices between regular 
monthly billing reconcilements the checks should be 
accompanied by a letter listing the items, showing the 
same data called for by the reconcilement form. To 
avoid listing numerous items in cither the reconcile- 
ment form or in transmittal letters, mortgagees who 
do not use premium notices as posting media, or for 
other purposes, may prefer to transmit the notices in 
support of the schedule total or the transmittal letter. 

724. As previously stated, the payment of mort- 
gage insurance premiums is a contractual obligation 
of the mortgagee, and the remittance should not be 
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or delayed because of any delinquency of 
Tagor or because of any deficiency in the 
r’s escrow fund, nor should remittances be 
in cases where foreclosure proceedings have 
ituted, or title acquired by the mortgagee. 
:ation to pay mortgage insurance premiums 
ises continues until such time as the property 
accepted by the Commissioner, or the con- 
insurance has been otherwise terminated, 
remittances should be forwarded by the 
e in time to reach the FHA before the due 

ortgagees and servicing agents should make 
at their identity is clearly designated (pref- 
ove the signature portion of their checks) 
o assure proper payment credit, 
le reconciling of discrepancies by mort- 
the amount of premium notices and record 
nt forms and the redirection of premium 
new mortgagees or servicing agents some- 
se delays which prevent remittances to the 
the due date. In such cases, the Comp- 
)ves the premium due cards to a delinquency 
t periodic intervals advises the mortgagee or 
agent of the delinquency by the issuance 
due notice. This notice is similar to the 
premium notice except that it is on pink 
the text clearly indicates that the premium 
e. 

rious delinquency should be avoided by serv- 
nts and mortgagees. Such delinquency on 
of a servicing agent could give rise to the 
of the propriety of continuing to permit the 
service the mortgagee’s loan. On the part 
gagee, it could raise a question as to whether 
»proval of the mortgagee to insure mortgages 
; National Housing Act should not be with- 
Mortgagees are protected against any delin- 
n the part of their servicing agents, however, 
failure of agents to pay premiums when due 
terminate the insurance contract. Also, the 
)mptly notifies the mortgagee of the delin- 
fter the issuance of a past due notice, and 
mortgagee opportunity to correct the clelin- 
2fore taking further action itself. 


72S. For the convenience of mortgagees who 
maintain their records alphabetically rather than by 
FHA case number, all premium notices and record 
of payment forms carry the names of the mortgagors. 
In the event of a substitution of mortgagor where the 
original mortgagor is to be released from liability 
under the obligation, as described in Section VI, 
Paragraph 602, of this handbook, the names of the 
new mortgagors will be shown on subsequent pre- 
mium notices without further action by the 
mortgagee. 

729. Where the original mortgagor is not releasd 
from liability under the obligation, mortgagees who 
wish to have subsequent premium notices reflect the 
names of the new mortgagors should report .such 
substitutions to the Comptroller, FHA, Washington 
25, D. C., on a form such as that shown as Exhibit 4 
at the end of this section, or by a separate letter for 
each case which conveys the full information re- 
quested by the form. Supplies of the form may be 
obtained from the Comptroller. When such notices 
are forwarded less than 90 days before the premium 
due date, the case should be temporarily cross- 
referenced under the old name in the mortgagee’s 
files, as the next premium notice received by the 
mortgagee may still carry the name of the old 
mortgagor. 

730. When only the servicing of an insured mort- 
gage is transferred by a mortgagee from one servic- 
ing agent to another, it is necessary to advise the 
FHA if the mortgagee wishes to have subsequent 
premium notices forwarded to the new servicing 
agent. For the convenience of mortgagees FHA 
designed the form illustrated as Exhibit 4a at the end 
of this section, supplies of which may be obtained 
from the Comptroller. Mortgagees may report such 
changes on this form or by a separate letter for each 
case which conveys the full information requested by 
the form. 

731. The computation and collection of the insur- 
ance charge in connection with “Open-End Ad- 
vances” under Section 225 of the Housing Act of 1954 
differ in several respects from the treatment outlined 
in paragraphs above for premiums. Such insurance 
charge is based on the original face amount of the 
advance and remains constant during the life of the 
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mortgage, without regard to the reduction in out- 
standing balance. It should be computed in the 
following manner: 

The initial insurance charge is adjusted at the 
time of request for insurance and is calculated by 
taking the number of months from the first of the 
month following the request for insurance to the 
next anniversary of amortization (premium due date 
of the regular mortgage) as a numerator and 12 as 
a denominator and multiplying one-half of one per- 
cent of the amount of the advance by the resulting 
fraction. 

Example: Request for insurance endorsement of 
an open-end advance of $1,000 is submitted to FHA 
on October 12 in connection with a mortgage having 
a premium due date (anniversary of amortization) 
of March i. From November i (first of month fol- 
lowing October 12) to March i is 4 months, and 
% 2 X $5 ( 14 % X $i)OOo) equals $1.67. This amount 
should be remitted with the request for insurance 


endorsement. Thereafter the full insurance charge 
of $5 will be payable annually in advance, together 
with the regular premium due on March i of eacli 
year for its remaining term on the original mortgage. 

732. The escrow account for the insurance change 
is established at settlement time when the mortgagee 
collects a full year’s insurance charge plus V12 thereof 
toward the accumulation of the second year’s charge. 
In the case cited above this collection would amount 
to $5 plus 42 cents or a total of $5.42. Of this amount, 
the above $1.67 would be remitted to FHA with the 
request for insurance endorsement, leaving a balance 
in escrow of S3.75. To this would be added the 
amount collected with each monthly payment there- 
after, so that from December through February (3X 
.42) $1.26 would be collected and there would be a 
total of $5.01 in the escrow account when the regular 
annual insurance charge billing ($5) and the regular 
premium billing due March i are received in early 
February. 
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731-732 


EXHIBIT 1 


iaioBc*!) FEDERAL HOUSING ADMINISTRATION 

AMORTIZATION SCHEDULE 


Monthly Payment to PrindpaJ and Intereit, J 25.32 



4iflSr-;|4',000— 20-yoBr loan“840- payrtionts— ^',000-4^ 
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EXHIBIT 2 


Method l.-Senhg up the premium escrow when (udorsmm of p„cedu amomz<,non dau 


Date 


Apr. 15, 1954 

May 15, 1954 
June 1,1954 

July 1, 1954 
Aug. 1, 1954 
Sept. 1, 1954 
Oct. 1, 1954 
Nov. 1, 1954 
Dec. 1, 1954 
Jan. 1, 1955 
Feb. 1, 1955 
Mar. 1, 1955 
Apr. 1,1955 
May 1,1955 
May 20, 1955 

June 1, 1955 
July 1,1955 
Aug. 1, 1955 
Sept, 1,1955 
Oct. 1, 1955 
Nov. 1,1955 
Dec. 1, 1955 
Jan. 1, 1956 
Feb. 1. 1956 
Mar. 1, 1956 
Apr. 1,1956 
May 1, 1956 
May 20, 1956 


Explanation 

Debit 

Credit j 


Initial premium $19.71 plus onc-twclfth second annual premium $1 59 
collected at closing. 

Initial premium remitted to FHA 


$ 21.30 

$19.71 

17/365 X }i percent X $ 4,000 collected for period May 1 5 , 1954 , to June 
Premium collected with first monthly payment. , . . 

.93 

1.59 

1.59 

1.59 

1.59 

1.59 

1.59 

1.59 

1.59 

1.59 

1.59 

1.59 


Premium collected with second monthly payment. .... 


Premium collected with third monthly payment. . . s 

Premium collected with fourth monthly payment. ... 1 

Premium collected with fifth monthly payment 



Premium collected with sixth monthly payment 


Premium collected with seventh montluy payment. . . ‘ 

Premium collected with ei^:hth monthly payment. . . . 


Premium collected with ninth monthly payment 


Premium collected with tenth monthly payment 


Premium collected with eleventh monthly payment. . . . 


"Adjusted second annual premium" remitted to FHA (^second annual 
premium $19.08 plus 17/365 X K percent X $4,000 or 0.93 =$20.01). 
Premium collected with twelfth monthly payment 

20.01 

1.59 

1.53 

1.53 

1.53 

1.53 

1.53 

1.53 

1.53 

1.53 

1.53 

1.53 

1.53 

Premium collected with thirteenth monthly payment 


Premium collected with fourteenth monthly payment . . 


Premium collected with fifteenth monthly payment 


Premium collected with sixteenth monthly payment 


Premium collected with seventeenth month/v payment 


Premium collected with eighteenth monthly p'ayment 


Premium collected with nineteenth monthly payment 


Premium collected with twentieth monthly payment. 


Premium collected with twenty-first monthly payment 


Premium collected with twenty-second monthly payment 


Premium collected with twenty-third monthly payment 


Third annual premium remitted to FHA 

18.36 


llatance 


S21. 30 

1.59 

2.52 

4.11 

5.70 
7.29 
8. 88 

10.47 

12.06 

13.65 

15.24 

16.83 
18. 42 
20.01 

0 

1.59 

3.12 
4.65 
6.18 

7.71 
9. 24 

10.77 

12.30 

13.83 
15.36 
16. 89 
18.42 

*.06 


Method II. — Setting up the premium escrow when endorsement is in 2d half of amortisation year 


Dace 

Explanation 

Debit 

Credit 

Balance 

Apr. 15 , 1954 

July 1, 1954 
Aug. 1, 1954 
Sept. 1,1954 
Oct. 1, 1954 
Nov. 1, 1954 
Dec. 1,1954 
Dec. 12, 1954 
Jan. 1, 1955 
Feb. 1, 1955 
Mar, 1,1955 

A nr 1 1QSA 

Initial premium $19.71 plus one-twelfth second annual premium $1.59 
collected at closing. 


$ 21.30 

$ 21.30 


1.59 

22. 89 



1.59 

24.48 



1.59 

26.07 



1.59 

27.66 



1.59 

29. 25 



1.59 

30 . 84 


$ 19 . 71 

11.13 


1.59 

12.72 



1.59 

14.31 



1.59 

15.90 



1.59 

17.49 




1.59 

19.08 

May 20, 1955 

June 1, 1955 
June 1, 1955 
July 1, 1955 
Aug. 1,1955 
Sept. 1, 1955 

"Adjusted second annual premium" remitted to FHA ([second annual 
premium $19.08 less (194/365) X $19.71 first annual premium or 
$10,48) 

8.60 


10.48 

10. 48 


0 



1.59 

1 



1.53 

3 



1.53 

4 

Premium collected with fourteenth monthly payment 


1.53 

6 



1.53 

7 

vJ LV* X| 

Nov, 1, 1955 
Dec. 1,1955 
Jan. 1, 1956 
Fch. 1, 1956 
Mar, 1,1956 
Apr. 1 , 1956 
May 1,1956 
May 20, 1956 

Premium collected with sixteenth monthly payment 


1.53 

9 

Premium collected with seventeenth monthly payment 


1.53 

10 

Premium collected with eighteenth monthly payment 


1.53 

12 

Premium collected with nineteenth monthly payment 


1.53 

13 

premium coiiccteu wiia cwcnnciu juuuuu/ 

1.53 

15 

Premium collected with twenty-first monthly payment 

1.53 

16 

Premium collected with twenty-second monthly payment 

1.53 

18 

i^remium coiiecreti witn twenty-tnira niuriLiiiy 

Third annual premium remitted to FHA 

1 18. 36 


1 


‘ The one-twelfth of the second annual premium collected by the mortgagee at clossng puts . f ,j„j t<j the FHA on or before 
annual premiums due the FHA. This provision is made so that mortgagees may j-.o the oremium escrow for the next year. S 

due date. The twelfth installment in each premium year is, therefore, carried over by ...Xv^nver create$^"Denny" credit balances shown in 1 

the twelfth installment is always slightly larger than the installments for the next year the carry-over creates ^ 

Methods 1 and II. These may be adhisted by the mortgagee at any time, or they may be permitted to accumulate to tn 


e credit of the mortgagor. 
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EXHIBIT 3-Front 


PREMIUM RECONCILEMENT 


TO* ThQ Comptroller 

Fodoral Housing Administration 

Woshington 25, D. C. Attn' RD-D 

Enclosed is our remittance in accordance with the reconcilement below; 


Premiums Due (From OUR OWN summary notice) $ 

Additions! prom Scheduie 1 $ 

Aggregote Premiums Due 


FROM* 


Deductions: From Schedule 2 $ 

Schedule 3 $ 

Scheduie 4 S 

Schedule 5 $ 

Amount- of remittar^ce enclosed 

♦please assure the AmCHMEHT OF ALL MRTIHENT CASE LISTtHttS. 

~~ Nome oi Mortgagee ” OTTes? 


$. 


* 


Authorized Signature Ottfciol TitT^ 


SCHEDULE 1- ADDITIONAL PREMIUM NOTICES RECEIVED BY US THROUGH REDIRECTION! 

CASE NO. 

MORTGAGOR 

MONTF 

DUE 

OTHER 
MORTGAGEE 
.JiQ! 

PRE 

MIUM 

AMT. 

























































Show all odditiori 
reason for non-f 

al billings for which payment or TOTAL 

ayment Is beinq mode herewith. 





SCHEDULE 2-LOANS PAID IN FULL PRIOR T 

•0 PREMIUM DUE DATE 

CASE NO. 

MORTGAGOR 

DATE FHA FORM 
2344 FORWARDED* 

PRE 

MIUM 

AMT 



— — - 

m 






■ 













m 







|H| 






B 








FHA FORM 2344 was not previously forwarded attach TOTAL 

executed copies ond premium notices to this reconcilement imiii,, 
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EXHIBIT 3-Bacl< 







1 






* If fuluic notices ore |o be sent lo a new servicini: 
executed fomis 994, unless previously submiKed 

1 Qijenl, attach 

TOTAL 












s< 

CHEDULE 5~PREMIUM REMITTANCE WITHHELD FOR OTHER REASONS 




CASE NO. 

MORTGAGOR 

REASON FOR WITHHOLDING REMITTANCE * 

PREMIUM AMT, 



ATTACH ADDITIONAL SHEETS IF NECESSARY 






EXHIBIT 4 


FHA FORM NO. 096 
Rev, Awg. 1955 

Federal Housing Administration 
Comptroller’s Division 
Receipts and Deposits Section 
Premium Review Unit 
Washington 25, D. C. 


{Please print or type) 


CHANGE OF MORTGAGOR NAMPl 


{Submit original only) 


««« is requested that your records bo corrected to reflect a change in the name of the Mortgagorfs) in 

connection with the following described loan. The original mortgagor has not been released from liability on the note 

FHA CASE NO. OUR LOAN NO. 


PROPERTY ADDRESS 


(Street aiitl mimticr) 


(Lot anti block mirnher) 


MATURITY DATE (Month) (Year) 


FROM 


(It tlic name of Uioloriuer mortgagor Ts not In agreement wftb tli'o'iiaine’noV roco'rflcti hi DlvlsioiJ flfL'S.'tiii'sdltTorenai'inust be rc'concifeti.) ' 



EXHIBIT 4a 


FIIA Form No. 99-1 


{Please print or type) 


Snlimit original only 


(Name and Location of Holding Mortgagee) 


Federal Housing Administration 
Comptroller’s Division 

Receipts and Deposits Section, Preinimii Rev. Unit 
Washington 25, D. C. 


Rc: FHA CASE NO OUR LOAN NO, 


MATURITY DATE (Month) (Year) 


PRESENT MORTGAGOR (Full Name) 

(If the mortgagor name is not In agreement with tlie name now recorded In Division' lilos', tills IlIlTcronco 'nurst lie ro'conoiroti,') 
Dear Sir: Please change your billing flies on this case so that future premium notices will bo forwarded to; 


(Name of Insti(utlon) 


(Address) 


(Locution) 


(Signoture) 


L he aecomphshed, it i.s imperative that all descriptive information concerning this 

for ° Aceuiate. Please withhold submission of this form until 76 days after the case has been 

endorsed for insurance, to allow sufTicient time for the preparation of original billing rocord.s: 
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VIII. METHODS OF APPLYING PARTIAL PREPAYMENTS 


8 01. The borrower under an insured mortgage 
may make partial prepayments to principal, in ex- 
cess of die regular monthly payment, at such times 
and in such amounts as set forth in the forms of 
credit instruments approved by this Administration. 

802. To illustrate die methods by which such pay- 
ments may be made examples have been prepared 
which describe the use of the amortization schedules, 
furnished by die Federal Housing Administration in 
connection with each insured mortgage loan, as a 
guide to the mortgagee in the allocation of partial 
prepayments by mortgagors. 

803. For use in illustrating these methods, a loan 
of $4,000 for 25 years (300 payments) has been se- 
lected. This loan is at 4I4 percent interest, but the 
same mediod applies for any interest rate. 

(a) Method No, i ; Monthly Payments Made In 
Advance — "No Acceleration of Maturity. — It is as- 
sumed that the mortgagor desires to make two 
additional payments on June i, 1946, in order to 
obviate the necessity of making the July i and 
August I, 1946, payments on their due dates. It is 
not necessary to notify this Administration of any 
payments made under this method. The applica- 
tion of payments by this method is illustrated in 
Exhibit 5 at die end of this section. 

In diis case, die mortgagor would make his full 
regular payment No. 5 for June i, 1946, and two ad- 
ditional regular payments, No. 6 and No. 7, for July 
and August 1946, as checked on this schedule. After 
these payments are credited to his account, the mort- 
gagor would have an outstanding balance of $3,- 
948,75 as shown opposite payment No. 7. In this 
case, the mortgagor merely paid two full monthly 
payments in advance, and his next payment is not 
due until September i, 1946. After making the reg- 
ular payment on September i, 1946, the outstand- 
ing principal balance will be $3,941.32. 

NoTU. — Taxes, hazard insurance, etc., applicable to the 
payments anticipated should be similarly paid in advance. 


{b) Method No. II: Maturity of Loan Acceler- 
ated,— kiitv making regular payments from Feb- 
ruary I, 1946, to and including payment No. 14 on 
March i, 1947, the mortgagor desires to reduce the 
principal by $150, and to continue the same monthly 
payment. This method is illustrated in Exhibit 5. 
The balance outstanding after the fourteenth pay- 


ment is $3,896.14 

Amount desired to be paid by mortgagor 150. 00 

Tentative balance 3, 746. 14 


Witli reference to tlie amortization schedule under 
the heading, “balance due,” it is found that the near- 
est approximation to the above tentative balance is 
the schedule principal shown at the thirty-third pay- 
ment amounting to $3,746.19. The schedule balance 
is, therefore, $0.05 more than the proposed tentative 
balance shown above. Accordingly, a partial pre- 
payment may be accepted from the mortgagor in the 
amount of $149.95. (This is tlie closest principal 
amount to the prepayment the mortgagor wished to 
make which will keep him on the schedule.) This 
payment will adjust his schedule down to and includ- 
ing the tliirty-thlrd payment, as indicated, and the 
outstanding principal balance will tlien be $3,746.19. 

The mortgagor will then tnake his next regular 
monthly payment on April i, 1947, using the same 
schedule and picking up for the “total monthly pay- 
ment” the amount of premium shown opposite pay- 
ment No. 15 ($1.57) and die amount of interest and 
principal as shown for payment No. 34 (inter'* 
$14.05, principal $8.19). Subsequent pj 
collected and distributed similarly. 

It should be noted that acceleration of 
of the loan may render operative the pre| 
mium specified in the credit instruments 
of payment of the loan in full prior 
(Section 222.3). necessary, t 

FHA of any payments made under thi 
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such partial prepayments do not affect mortgage in- 
surance premiums. 

(c) Method No. Ill: To Reduce Monthly Pay- 
ment — No Acceleration of Maturity . — After reduc- 
ing his obligation to $3,713.25, the balance at pay- 
ment No, 37, either by regular monthly installments 
alone or including the prepayments illustrated, the 
borrower wished to make a partial prepayment of 
$1,000 but desired to have it applied so as to reduce 
his monthly payment without change in maturity 
date. This method is illustrated by Exhibit 5 and 
the following calculations: 

hisiallments 

The obligation was originally $4,000 for 25 years or, . . , 300 
His balance outstanding was $3,713.25 after paying 37 

He wishes, therefore, to amortize $2,713.25 over. . 263 

The amortization tables (Appendix V) show the 
monthly payment per thousand for 263 months at 
4^2 percent interest to be $5.99. This figure, multi- 
plied by the outstanding principal balance, and 
pointed off three additional places, produces the 
reduced monthly payment. (Example: $5.99 X 
$2,713.25 =$16.25.) 

The monthly installment to principal and interest 
is, therefore, reduced from $22.24 $16-25. The 

new payments beginning with No, 38 will, therefore, 
consist of $16.25 for principal and interest, plus the 
installments shown on the original schedule for 
mortgage insurance premium, plus installments for 
taxes and hazard insurance. 


It is not necessary to notify the FHA of any 
payments made under tliis method as such partial 
prepayments do not affect mortgage insurance pre- 
miums. After such prepayments, a new supplemen- 
tary amortization schedule showing the application 
of the new payment of $16.25 interest and prin- 
cipal is necessary. These are not furnished by the 
FHA but may be prepared by the mortgagee as 
follows: 

Divide the interest rate by 12 to obtain the monthly 

interest factor. (Example: 0.045 .. . 

^ 0.00375.) rillS 

factor multiplied by the outstanding principal 
balance gives the monthly interest. (Example: 
0.00375 X $2,7i3.25~$io.i7,) The first reduced 
payment on the new supplementary amortization 


schedule will be as follows: 

Payment No. 37: Balance due $2,713.25 

Payment No. 38: 

Mortgage insurance premium (No. 19)*... 1.57 

Payment to interest (No. 38) 10. 17 

Payment to principal (No. 38) 6. 08 

Balance due 2,707.17 


(*Note; If Method No, II type of prepayment had not 
occurred, premium would be No. 38, $1.49.) 

The payment to principal of $6.08 subtracted from 
the outstanding principal balance $2,713.25 gives the 
new outstanding principal balance of $2,707.17. 
Each subsequent payment is similarly calculated ex- 
cept that in calculating the interest the new princi- 
pal balance is substituted each montli. 


803 
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PHA Ffirroaio. Msa 
(a«vls«d Jona 1 , lois) 


BIT 5 


Federal Housing administration 


METHODS OF APPLYING PARTIAL PREPAYMENTS 

AMORTIZATION SCHEDULE 

Monthly Payment to Principal and Interest, $22.24 {8 «i»ino.> 


Parjoenl (A 
IntoreAt 

VA 


METHOD No. 1 


AErd.-U.isM. 
.May.. 1^.19^. 

4imy-JLv.l94fi.. 

Aygj.JU-mfi. 

.S(mtt.A)u.i04.e.. 8 

JQeij.JLv-104Il. 0 

.NQY..,J.a..ig4fi.. 10 

JJesj-Ai..i9M- 11 
.•leib-Ai.. 194.7.. 12 


$4, 000, 00 
3, 902. 76 
3, 986. 49 
3, 978. 20 
3, 070, 88 
3, 063. 63 
3, 056. 15 

3, 948. 76 
3, 041. 32 
3, 933. 80 
3, 026. 37 
3,018. 85 
3,011.31 


METHOD No. 2 


Feb. 1,^ 1947 
'Mar‘.‘‘f,i_“i947" 
’^r.' ij 1947 jliP 

.du.U.Ui047RII>. 


METHOD No. 3 


8. 28 

23. 73 

8. 82 

23.73 

8. 36 

23,73 

8. 38 

23. 73 

8.41 

23,73 

8. 44 

23. 73 

8. 47 

23.73 

8. 60 

23, 73 

8. 64 

23.73 

8. 67 

23. 73 

8, 00 

23. 73 

8, 63 

23, 73 

101. 49 

284. 70 


-8r&9«t-44 

»re«W9 

pLa A(\ ^ n 
W| vJ 

■&r84*--W’ 

■o OA 

Vy Uli 1* UU 

o _ o_nn 

Uy UUO* X A 

— gg 

ijytnTyrtTt) 


3,713. 26 
3, 704. 03 
3, 606. 68 
3, 688, 20 
3, 070. 79 
3, 671. 36 

3, 662. 88 
3, 664. 38 
3, 046. 84 
3, 037. 27 
3, 628. 67 
3, 620. 04 


TrOO 

e8r« 

flrOWrOa 

26 

?r4)6. 


0r«OarO8 

20 

?r08 

S8r77 

&rmrW 

27 


CkiLJQJJ 

xnjtTi 

87**f8ftr69 

28 

8r04 

037-W 


29 

8r67 

aww 

BjH?7'8."66 

30 

8r49 

UO""tnr 

87469r4& 

31 



o..^cA.-*ie 
Vi IT W *a uO 

32 

8^ 

IJUaT T 

3, 740. I'O ' 

33 

8. 10 

23. 77 

3, 738. 00 

34 

8. 22 

23. 77 

8, 729. 78 

85 

8. 26 

23. 77 

3, 721.63 

36 

97. 02 

286. 24 





(1) 

lCBUS*-» 


41A% — $4,000 — ^25-year loan — 300 payments — $4,000 — 4Vi% 
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IX. PREPAYMENT IN FULL PRIOR TO MATURITY 


901. When an insured mortgage is paid in full 
prior to maturity, the regulations provide that the 
contract of insurance shall terminate. Termination 
of the contract of insurance, however, is not auto- 
matic. It does not occur until, in accordance with the 
provisions of the regulations, the mortgagee, within 
30 days after the loan is prepaid in full, notifies the 
Commissioner of the prepayment; pays to the 
Commissioner the adjusted (prepayment) premium 
equal to i percent of the original principal amount 
of the prepaid mortgage, if due, and the Commis- 
sioner advises the mortgagee that the contract of 
insurance has been terminated. 

902. Upon notification that an insured mortgage 
has been paid in full prior to maturity the Commis- 
sioner will terminate the contract of insurance when 
he determines : 

(a) That all annual premiums and the adjusted 
(prepayment) premium due in accordance with the 
regulations under which the loan was endorsed for 
insurance have been received from the mortgagee. 

(b) The pro rata amount of the premium to be 
refunded to the mortgagee for the account of the 
mortgagor. 

903. The provisions governing the termination of 
the contract of insurance when an insured mortgage 
is paid in full prior to maturity are outlined in Sec- 
tions 222.3 and 222.4 regulations for mortgage 
insurance under Section 203 of the National Housing 
Act and may be found in Appendix III, of this 
handbook. 

904. To assist mortgagees in reporting the full 
circumstances of prepayment to the Federal Housing 
Administration so that the contract of insurance can 
be expeditiously terminated without additional cor- 
respondence, FHA Form 2344, Report of Prepayment 
of Insured Mortgage, shown as Exhibit 6 at the end 
of this section, is provided by the FHA. Complete 


instructions for the proper execution and transmittal 
of the report are printed on its reverse side. 

905. In order that the refund of the unearned por- 
tion of the current mortgage insurance premium may 
be accurately determined, it is especially important 
for the mortgagee to indicate clearly on line 4 of the 
FHA Form 2344 the exact date on which the insured 
mortgage was paid in full. 

906. The determination by die Commissioner as 
to whether the adjusted (prepayment) premium in 
any particular case may be waived or is payable re- 
quires the submission by the mortgagee of a citation 
to the appropriate provisions of this handbook or the 
regulations and in some instances the full circum- 
stances which resulted in the payment in full of the 
insured mortgage. In paragraph 908 the circum- 
stances of prepayment which are pertinent to this 
determination are outlined in full. 

907. Under the following circumstances, the ad- 
justed (prepayment) premium charge may be less 
than I percent of the original principal: 

(«) 'If, at the time of prepayment, the adjusted 
(prepayment) premium of i percent of the original 
principal amount of the prepaid mortgage exceeds the 
aggregate amount of the regular annual premiums 
which would have been payable if the mortgage had 
continued to be insured until maturity, the adjusted 
(prepayment) premium to be paid is the lesser of 
the two figures. 

908. The adjusted (prepayment) premium shall 
not be due and payable in the following circum- 
stances: 

(a) Where at the time of such prepayment there is 
placed on the mortgaged property a new insured 
mortgage. 

(b) Where the final maturity specified in the 
mortgage is accelerated solely by reason of partial 
prepayments made by the mortgagor which do not 
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901-908 



exceed in any one calendar year 15 percent of the 
original face amount of the mortgage, plus any in- 
creased amount resulting from open-end advances. 
In reviewing the account for the purpose of making 
this determination, all partial prepayments made 
during the emergency period, May 27, 1941 through 
June 30, 1952, should be disregarded as the 15 percent 
provision was inoperative during that period. 

(c) Where the final maturity specified in the mort- 
gage is accelerated solely by reason of payments to 
principal to compensate for (i) damage to the mort- 
gaged property (2) the conveyance of the mortgaged 
property pursuant to condemnation proceedings or in 
lieu of condemnation proceedings (3) a release of a 
part of such property if approved by the Commis- 
sioner. 

(d) Where payment in full is made pursuant to a 
court order or of a delinquent mortgage on which 
foreclosure proceedings have been commenced, or 
for the purpose of avoiding foreclosure, if the trans- 
action is approved by the Commissioner. 

(e) Where payment in full is made within 60 days 
after the date the mortgage is endorsed for insurance, 
provided the mortgagee submits to the Commissioner 
a certificate signed by the mortgagor certifying that 
such payment was made in connection with the sale 
of the property to a veteran, as defined in Section 
221. II (c) of the Regulations, for his occupancy as a 
home. 

909. An insured mortgage may he paid in full prior 
to its original maturity under any one or a combina- 
tion of two or more of the circumstances otitlined 
above, some of which may have occurred some time 
prior to the actual payment in full of the mortgage. 
It is the responsibility of the mortgagee to the mort- 
gagor to determine all the circumstances which re- 
sulted in prepayment prior to maturity and to report 
them fully to the Commissioner in order that in ter- 
minating the contract of insurance the Commissioner 
may properly fix the amount of the adjusted (pre- 
payment) premium due, if any, or refund any portion 
of the annual premium. 

910. If the limitations of FHA Form 2344, Report 
of Prepayment of Insured Mortgage, do not permit 
the mortgagee to submit all of the circumstances 
involved in the prepayment, the report should be 


submitted with an accompanying letter from the 
mortgagee outlining tlie circumstances in full. I 
the mortgagee is in doubt as to wliethcr or not the 
adjusted (prepayment) premium is due in a par- 
ticular case it will expedite termination if the mort- 
gagee will forward its remittance for the adjusted 
(prepayment) premium with the Report of Prepay 
ment of Insured Mortgage. When it is determined 
whether the premium is due in whole or in pait, any 
excess amount remitted will he refunded. 

911. The Report of Prepayment of Insured Mort- 
gage should be accompanied by a remittance for the 
T percent adjusted (prepayment) premium m those 
cases where the circumstances of prepayment require 
such payment. When a report of prepayment is 
received by the FHA, the contract of insuiance can- 
not be terminated until an audit of the case is made 
to determine that all premiums due have been col- 
lected, If the mortgagee has not remitted and it is 
found in the audit that a premium is due, termination 
of the contract must necessarily be delayed until such 
premium is collected. 

912. Under certain circumstances the mortgagee’s 
own records will establish that no adjusted (prepay- 
ment) premium is due or payable, and such cases 
will represent exceptions to the general rule that the 
report of prepayment should he accompanied by a 
remittance in payment of the i percent adjusted 
premium. 

(a) In cases involving partial prepayments, for 
example, the mortgagee should determine from its 
own records, as provided in 90II (h) above, whether 
such prepayments were less than 15 percent of the 
original face amount of the mortgage, plus- open-end 
advance if any, in any one calendar year or whether 
those partial prepayments in excess of the 15 percent 
provision were made during the period from May 
27, 1941 through June 30, 1952. In any such case 
the report of prepayment should bear a citation to 
either Section 222.3 (c) (2) of the Regulations or to 
Paragraph 908 (b) of this handbook. 

(b) In a case where the mortgagee submits FHA 
Form 2491, Special 60-Day Prepayment Certificate, 
establishing that the loan was paid in full within 60 
days after insurance of the mortgage in connection 
with the sale of the property to a veteran, as defined 
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in Section 221. ii (c) of the Regulations, for his occu- 
pancy as a home, a remittance in payment of the 
adjusted (prepayment) premium charge need not be 
submitted. As provided in Paragraph 908 (e), such 
certificate, properly executed by the mortgagor, is 
acceptable in lieu of the adjusted premium charge. 
(See line ii, appendix I.) 

(r) In a case where an application has been filed 
with the FHA for the insurance of a new mortgage 
on the same property covered by the prepaid mort- 
gage, the mortgagee should enter the serial number 
of the new application on line 2 of the report of pre- 
payment. A remittance in payment of the i percent 
adjusted (prepayment) premium charge need not be 
submitted with the report of prepayment in any such 
case, but the mortgagee should collect the adjusted 
premium from the mortgagor and retain it in the 
premium escrow account. This procedure is rec- 
ommcjided for the mortgagee’s own protection in the 
event the application for insurance of the new mort- 
gage is withdrawn or rejected, causing the adjusted 
(prepayment) premium to become payable to the 
FHA before the insurance contract can be terminated. 

913. Upon receipt of the mortgagee’s report of pre- 
payment, accompanied either by a remittance in 
payment of the adjusted premium charge or an ap- 
propriate letter establishing that such charge is not 
due or payable, a termination review of the case is 
made. 


914. Upon completion of the termination review 
the acknowledgment at the bottom of the report of 
prepayment is executed to show that the contract of 
insurance has been terminated, and the amount of 
premium refund, if any, due the mortgagee for the 
account of the mortgagor. An acknowledged copy 
of the FHA Form 2344 indicating that the contract of 
insurance has been terminated by the Commissioner 
will be returned to the mortgagee or the authorized 
agent, whichever party executed the report of prepay- 
ment, and the pro rata premium refund will be made 
to that same party. 

915. Upon receipt of such acknowledged copy of 
Form 2344, the mortgagee or servicing agent may 
then refund to the mortgagor any amounts remaining 
in his premium escrow account. 

916. It is not advisable to close out and settle an 
account at the time of prepayment, since the termina- 
tion review of the case may disclose a deficit in the 
amount of the annual mortgage insurance premium 
collected. If premiums have been collected in accord- 
ance with the amortization provisions of the mort- 
gage, the mortgagee should be in funds to meet any 
such deficit. If it disbursed the premium escrows at 
time of prepayment, the mortgagee is faced with a 
contractual obligation to the FHA and a difficult prob- 
lem of recollection from the mortgagor. The FHA 
is required by law to insist upon the payment of the 
premiums due under the contract of insurance. 
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PHA Form No. S344 
(HeviBod BepUmber 1965) 


SUBMIT IN QUADRUPLICATE 


P'orm Rpproved. 

IludFrut lliircRU No. 63-11304. 6. 


REPORT OF PREPAYMENT OF INSURED MORTGAGE 


IMPORTANT: Before prepnring (his report rend carefully the instructions on reverse 
side. Submit in quadruplicate with remittance, if any, in an envelope addressed to the 
Comptroller, Federal Houaing Administration, Washington 25, D, C. 


The insured mortgage listed below has been paid in full and the original credit instrument has been duly 
canceled. 


1. Loan No 

(FHA sorisl number) (Mortantreo'a number or roterenee, If ntiy) 

Original amount of loan, $ Maturity date 


Property address 

(Street and number) (Lot and block number) (City) (.Statu) 

Mortgagor (s) 

(Insert nBme(B) of legal owner(a> of the Droperty at time of proimymcnt. If the mortgage was insured under Seetion 203 of tiVo "Nationni 
Houaing Act and the legal owncr(B) are not the original mortguKOr(e), give date of title tniiisfer to legal owmir(ii) if this information Is 
readily available In your fllee.) 

Mortgagor’s present address 

(Street and number) (City) (State) 

2. Application for new insured mortgage on this property filed under FHA Case No 

3. Adjusted premium charge of $ is enclosed. 

(Remittance should be enclosed except under conditions outlined in instructions.) 

4. (a) Date of prepayment (b) Date of this report 


6. (a) (ft) 

(Name of mortgagee) (Mortgagee’s autliorlaod agent) 


(Street and number) 


(Street and number) 


(City and State) 


(City and State) 


By 

(Signature and title) 


By 

(Signature and title) 


Date 

To : The mortgagee or its authorized agent; 

The contract of insurance covering this insured mortgage has been terminated in accordance with the 
above information and the regulations of the Federal Housing Administration. 

A mortgage insurance premium refund of $ has been authorized for the account of the 

mortpgors and a check will be forwarded in due course. This refund and any premiums held in escrow may 
be returned to the mortgagors. 


Comptroller, 


INSTRUCTIONS REGARDING PREPAYMENT OF AN INSURED MORTGAGE PRIOR TO MATURITY 


This report, prepared as indicated below, should 
be submitted in quadruplicate to the Comptroller, 
Federal Housing Administration, Washin^on 26, 
D. C., within 30 days after any loan insured under 
Sections 8, 203, 213, 222 (individual mortgages) ,603, 
611 (individual mortgages), and 903 of the National 
Housing Act has been paid in full and the credit 
instrument duly canceled : 

1. Care should be exercised in filling out the identi- 
fication data, and particularly the FHA loan number 
and mortgagor’s name, as errors will delay comple- 
tion of the final audit and the termination of the 
Contract of Insurance. 

2. If a new insured mortgage is to be placed on 
the same property, enter “Yes” in item 2 or the FHA 
serial number of the new loan, if available. If thei’e 
is no superseding insured loan, enter the word 
“None.” If no information is available regarding a 
new FHA insured mortgage, enter “No information.” 

Note. — When the mortgage is prepaid from pro- 
ceeds of a new insured mortgage, the final audit of 
the premium account cannot be made by the Comp- 
troller in the prepaid case (and the notice of termi- 
nation of the contract of insurance cannot be 
returned to the mortgagee) until the documents 
covering the superseding case have been endorsed 
for insurance in the field office and forwarded to the 
Washington office; consequently, the furnishing of 
the FHA case number on the new loan in item 2 in 
such instances will materially expedite the final audit. 

3. The mortgagee is responsible to the Commis- 
sioner for the payment of the adjusted (prepayment) 
premium, as well as any mortgage insurance pre- 
miums found to be due after final audit. Accord- 
ingly, in all instances of prepayment the adjusted 
(prepayment) premium of 1 per centum of the 
original face amount of the prepaid mortgage should 
be collected from the mortgagor unless the mort- 
gagee is satisfied that no adjusted premium is due 
or payable. The Administrative Regulations specify 
the exceptions under which the mortgagee is relieved 
from its obligation to pay the adjusted premium to 
the Commissioner, but if the mortgagee is in doubt 
in a particular case as to the applicability of any such 
exceptions the mortgagee may find it advisable to 


collect the premium charge from the mortgagor until 
the applicability of the exception has been estab- 
lished by the Commissioner. 

The amount of the adjusted (prepayment) pre- 
mium when due and payable should be remitted to 
the Commissioner with Form 2344 and the amount 
thereof should be inserted in item 3. In those cases 
where the mortgagee has knowledge that a new in- 
sured loan has been placed on the same property 
or that an application for insurance has been filed, 
the amount of the adjusted (prepayment) premium 
should be held in escrow, together with other funds 
accumulated for the payment of renewal mortgage 
insurance premiums, until notice is received that the 
contract of insurance has been terminated. 

4. Enter in item 4 the exact date on which the 
mortgagee or its authorized agent received payment 
in full. 

Note. — The accuracy of this date is IMPORTANT, 
as the Administrative Regulations provide for a 
refund of the unearned portion of the current mort- 
gage insurance premium theretofore paid which is 
applicable to that portion of the premium year be- 
ginning the first day of the month following the 
month of PREPAYMENT. 

6. Enter the name and addi’ess of the mortgagee 
at 6(a) in all cases, and 

(а) If the form is executed by the mortgagee, 
complete by adding the signature and title of 
an authorized official of the mortgagee insti- 
tution. 

(б) If the fonn is executed by the mortgagee’s 
agent, complete by adding at item 5 (b) the 
name and address of the agent followed by 
the signature and title of an authorized official 
of such agent, 

Upon completion of the termination audit, any 
refunds that are due will be certified for payment 
TO THE INSTITUTION THAT EXECUTED THE- 
NOTICE OF PREPAYMENT. An acknowledged 
copy of this report, indicating that the contract of 
insurance has been tenninated, will be forwarded 
TO THE SAME INSTITUTION. 


U. 5. GOVERNMENT PRINTING OFFICE : l»SE-0'3597U 
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X. MORTGAGES SOLD TO ANOTHER MORTGAGEE 


1001. The several regulations governing mortgages 
on individual homes include the following provision 
concerning the sale of an insured mortgage: 

“When the insured mortgage is transferred to 
another approved mortgagee, such transferor and 
transferee shall both notify the Commissioner of such 
transfer within 30 days thereof, and the transferee 
shall thereupon succeed to all the rights and become 
bound by all the obligations of the transferor under 
the contract of insurance, and the transferor shall 
thereupon be released from its obligations under the 
contract of insurance.” 

For this purpose “Notice of Transfer by Transferor 
and Transferee,” FHA Form 2080, shown as Ex- 
hibit 7 at the end of this section, is furnished by the 
Federal Housing Administration and is designed for 
joint execution by both transferor and transferee. 
Complete instructions for the proper execution of 
the form arc printed on its reverse. 

1002. When an insured mortgage is sold, the seller 
(transferor) should initiate Form 2080 in quadrupli- 
cate for transmittal with the mortgage documents to 
the purchaser (transferee) . The form is initiated by 
completing the upper half and inserting in the lower 
half the “date notice executed by the transferor.” 

1003. After the transferee receives the mortgage 
documents and the partially executed Form 2080, 
tlie lower half of the form is completed by inserting 


dates of acceptance and execution by the transferee, 
the transferee’s name, address and signature, and the 
name and address of the institution to which the 
transferee wishes to have premium notices forwarded 
by the FHA after the sale is effected. All 4 copies 
of Form 2080 will dien be sent to the Comptroller 
of the FHA, Washington, D. C. The transferee 
is substituted in the FHA’s records, upon receipt of 
Form 2080, as the holder of the mortgage, and bill- 
ing records are corrected to direct future premium 
notices as indicated in the form. The acknowledg- 
ment panel at the bottom of the form is then exe- 
cuted by tlie FHA Comptroller, and copies are 
returned to the transferee and transferor, 

1004. If any of the data in Form 2080 are omitted, 
incomplete, or incorrect, the transfer must neces- 
sarily be withheld from processing until the form 
can be completed or corrected by correspondence 
with the mortgagees involved. 

1005. Unless Form 2080 is received by the FHA 
more than 60 days before the due date of the next 
annual premium, its processing will not be in time 
to alter the directions of the premium notice for that 
year. Hence, the premium notice will be received 
by the transferor, who should then redirect it to the 
transferee and report the redirection either by letter 
or on the premium reconcilement form. 
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^o. 2080 
,a. lOSl) 


EXHIBIT 7-Front 

FEDERAL HOUSING ADMINISTRATION 


Execute in quadruplicate 


NOTICE OF TRANSFER BY TRANSFEROR AND TRANSFEREE 

«o.s ror Mor..e — ...er S.Uo. S. . 3 , .a 303 ot .e NaUo.l Horrsln. Act) 

HOUSING 


FHA Contract of Insurance No 

Name of Mortgagor 

Original amount of loan, $ 

Address of property 


(City) 


(State) 


Maturity date of mortgage: 


Traits f^r or. 


(Street addreae) 


(Mootb) 


(Year) 


(City) 


(State) 


By 


' (Sienatuvo and title) 


e instruments -sured under of Insurance have been duly transferred by the 

'ightsand assumes all the obligations of the T Administration, the Transferor shall thereupon be 

s%L”'insss“a;" p— * » •>« >“«“■ 

ssioner 


— 


Transferee* 


(Date ‘notko executed by Transferor) 


(Street address) 


(Date notko executed by Transferee) 


(City) 


(State) 




TDato of transfer, acceptance of Instrw- 
ments by Transferee) 


By (Signature and title) 

ntil further notice send bills for annual mortgage insurance premiums to- 


leceipt of original of this notice is hereby acknowledged. 

P'ederal Housing Administration. 


)ated 


By 


Comptroller. 


.«cu«.n M tolh pardcs, ods.ns. a„d three copies to heseat to Co^ptrollorof redora. Hous.n. AdtaWanaUan, 
rzs D. C.; who will ackaowlodge aad rolant oopy to each parly.) 


EXHIBIT 7™Bacl< 


INSTRUCTIONS REGARDING THE EXECUTION OP NOTICE OP TRANSFER BY TRANSFEROR 

AND TRANSFEREE 

The instructions set forth below are designed to assist mortgagees in meeting their responsibility to 
report transfers of insured mortgages under the provisions of paragraph 1, Article VII of the Section 203 
regulations and paragraph 1, Article VI of the Section 603 regulations. The forms must be completely 
executed by the Transferor and Transferee in accordance with the instructions set out below and sub- 
QUADRUPLICATE) to the Comptroller, Federal Housing Administration, Washington, D. C 
.within thirty (30) days after the transfer of the insured loan. Upon completion of the necessary changes 
in the records of the Administration an acknowledged copy will be returned to each party. 

No. 1.— Insert on the first line the contract of insurance number which appears in the endorsement 
panel on the reverse side of the credit instrument. 


No. 2.~Insert on the second line the names of the mortgagors. If there has been a substitution of 
mortgagors the names of all conceraed should be inserted and identified. 

No. 3. — Insert on the third line the original principal amount of the loan. 

No. 4. — Insert on the fourth line the address of the property. 

No. 5.— Insert on the fifth line the name of the approved institution by which the insured documents 
have been transferred. 

No. 6. — Insert on me sixth and seventh lines the full address of the Transferor. 

No. 7. — ^The signature and title of the officer of the institution should be inserted on the next line 
(Rubber stamps may be used if desired.) 

No. 8. Insert on the ninth line the name of the approved institution to which the insured documents 
have been transferred. 


No. 9. — Insert on the tenth and eleventh lines the full address of the Transferee. 

No. 10, — The signature and title of the officer of the institution should be insei’ted on the next line 
(Rubber stamps may be used if desired.) 

^ No. 11. The dates of execution of the instrument by the Transferor and Transferee should be 
inserted on the lines provided therefor and the date of ti’ansfer (acceptance of the instruments by the 
Transferee) should be inserted on the line provided. 

No. 12.— Insert on the next two lines the name of the institution to which mortgage insurance 
premium notices are to be forwarded, indicating the street, city, and State address. 

cAo ® .VII, paragraph 1 of the Section 203 Regulations and Article VI, paragraph 1 of the Section 
603 Regulations provide as follows : 

“When the insured mortgage is transferred to another approved mortgagee, such transferor 
\ and transferee shall both notify the Commissioner of such transfer within thirty (30) days thereof, 
and the transferee shall thereupon succeed to all the rights and become bound by all the obligations of 
the transferor under the contract of insurance; and the transferor shall thereupon be released from 
its obligations under the contract of insurance. 

WTienever the insured mortgage is transferred to another approved mortgagee for the puiposes 
of collateral only, no notice need be given to the Commissioner until such collateral is foreclosed, but 
the transferor shall remain subject to all the obligations of the contract of insurance.” 

0. 8. OOVEailHENT PRINTING OFFICK 10— 1M34-1 
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XI. PROCEDURES AFTER DEFAULT 


1101. Although this Handbook was pre- 
pared for mortgagees’ use in connection with 
loans insured under Section 203, the procedures, 
references, and exhibits discussed in chapter 
XI, unless otherwise noted, apply equally to 
one- to four-family mortgages insured under 
the individual home mortgage programs of 
the National Housing Act. Exhibits referred 
to herein appear in order listed at the end of 
this chapter. 

1102. All approved mortgagees are required 
to service insured mortgages in accordance 
with practices acceptable to prudent lending 
institutions. It is expected that in the event 
of default the mortgagee will be able to com- 
municate readily with the mortgagor and will 
exercise diligence in attempting to obtain 
payment in accordance with the terms of the 
mortgage. Proper servicing of the mortgage 
is, of course, the responsibility of the mort- 
gagee and is not a function to be assumed by 
FHA insuring offices. However, the latter 
arc ready to aid mortgagees and mortgagors in 
developing mutually satisfactory solutions of 
difficult cases upon request being made for such 
assistance. 

1103. In the event of default, the mortgagee 
or its servicing agent is to notify the Insuring 
Office of the FHA having jurisdiction of the 
area wherein the mortgage security is located 
by filing Form No. 2068, Notice of Default (ex- 
hibit 8). Additionally, all subsequent No- 
tices of Default Status, as required herein, 
should also be forwarded to the appropriate 
FHA Insuring Office, It is not necessary to 
forward copies of these reports to Washington 
headquarters. The form is largely self-explan- 
atory, and instructions on the reverse side of 
the form assure its easy completion. The first 
notice is to be filed 60 days after default occurs 
which is 30 days after the date the delinquent 


payment is due, provided no payment has been 
made in the meantime. If the mortgage is re- 
instated, six monthly installments become de- 
linquent or foreclosure proceedings become 
imminent, after notice of default has been filed, 
notification should be made by immediately 
filing a report on Form No. 2068, A report 
should be filed at the time foreclosure is insti- 
tuted, and no subsequent report is required 
until the default is cured, the foreclosure sus- 
pended, or foreclosure proceedings are com- 
pleted. If there is an unusual delay in consum- 
mating the foreclosure action, the Director of 
the Insuring Office having jurisdiction should 
be informed of the circumstances of the case. 
In the event of a foreclosure sale, prompt noti- 
fication should be made by submitting Form 
No. 2068, 

1104. If there are reasons why a foreclosure 
action should not be commenced within 1 year 
of the date of default of the mortgage as re- 
quired by the regulations, the mortgagee 
should advise the Director of the Insuring 
Office having jurisdiction concerning the sound 
value of the property, the amount of the unpaid 
mortgage obligation, the circumstances causing 
the default, and request an appropriate exten- 
sion of the time limitation. 

1105. Mortgagees desiring to acquire title 
to property by deed in lieu of foreclosure of a 
mortgage should address requests for the Com- 
missioner’s consent to the Director of the In- 
suring Office having jurisdiction. 

1106. If the default is not cured and the 
mortgagee forecloses or otherwise acquires 
title to a property securing a home mortgage 
the Director of the Insuring Office having juris- 
diction should be promptly notified on Form 
No. 2068. When submitting this advice the 
mortgagee is required to indicate its election 
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as to whether or not the property will be ten- 
dered in exchange for debentures and ceitificate 
of claim unless the right of redemption exists. 

If the property will not be offered to the Com- 
missioner and the mortgagee wishes to waive 
its insurance rights, the mortgagee should so 
indicate on Form No. 2068. The contiact of 
insurance will be terminated promptly and the 
obligation to pay any subsequent mortgage 
insurance premiums ceases. In those cases 
where the right of redemption exists the mort- 
gagee is not in a position to tender the pi opei ty 
until the redemption period expires at which 
time the mortgagee should indicate its election. 
The date of the expiration of the redemption 
period must be included on Form No. 2068 
when advising of the completion of foreclosure. 

1107. The Insuring Office having jurisdic- 
tion, after preliminary processing, forwards 
Form 2068 (indicating that the property will 
be offered to the Cominissionei in exchange for 
debentures) to the Comptroller’s Division of 
FHA which will immediately furnish the mort- 
gagee with FHA Forms 2319, 2765, and 2766 
(exhibits 9, 10, and 11) together with a state- 
ment showing title requirements. These foims 
are to be completed and returned within 30 
days after the date the property is acquired. 

1108. If title to and possession of a property 
is acquired by a mortgagee and a tender within 
the 30-day period prescribed by the applicable 
regulation is not practicable the Director of the 
Insuring Office having jurisdiction will con- 
sider a request for an extension of this period 
upon bcin.,, fully informed of the circumstances 
of the case by the mortgagee. 

1109. Preliminary title evidence showing 
title in the mortgagee is to be attached to the 
completed FHA Form 2765 and forwarded to 
the Comptroller’s Division, Federal Housing 
Administration, Washington 25, D. C. Pre- 
liminary Title Requirements consist of the 
following; 

1. Proposed form of deed conveying prop- 
erty to “Norman P. Mason of Washington, 
D. C., Federal Housing Commissioner, his suc- 


cessors and assigns.’’ (Include covenants 
which warrant title against acts of mortgagee 
and all claiming by, through or under it. Re- 
cite nominal consideration if such recital is 
adequate under the laws of the State in which 
the property is located. One deed covering a 
group of properties is satisfactory. Do not 
record deed until it has been examined by FHA 
and acceptance date has been set). 

2. Resolution of Mortgagee’s Board of Di- 
rectors or other evidence establishing that per- 
son executing deed has authority to act for 
mortgagee. 

3. Evidence as required by the applicable pro- 
visions of the Administrative Regulations (in 
any one of the forms set forth below) showing 
title in the mortgagee. (If more than one 
property is involved, furnish evidence for each 
property individually.) Include map or dia- 
gram showing property location with refer- 
ence to public streets or roads. Include sur- 
vey, if available. If restrictions oi‘ easements 
exist, furnish a verbatim copy of same together 
with evidence establishing that restrictions 
have not been violated and that easements are 
so located as not to interfere with the use of the 
property. 

(a) If title evidence consists entirely of Ab- 
stract and Attorney’s Opinion, use FHA Form 
No. 2319, Attorney’s Certificate of Title (ex- 
hibit 9). 

(h) If Owner’s Policy of Title Insurance is 
to be offered, furnish Preliminary Certificate 
showing title in mortgagee. 

(f) If Mortgagee’s Policy of Title Insurance 
is offered, supplemented by Abstract and At- 
torney’s Certificate covering the period subse- 
quent to the date of the mortgage, the terms 
of the policy must be such that the liability of 
the Title Company will continue in favor of the 
Commissioner after title is conveyed to him 
(the policy may be drawn in favor of the mort- 
gagee and the Federal Housing Commissioner 
“as their interests may appear,” or the policy 
may be assigned to the Commissioner with the 
consent of theTitle Company endorsed thereon). 
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4. The original credit and security instru- 
ments, if available, or a deficiency judgment, if 
any, duly assigned or endorsed by the mortga- 
gee, without recourse, to Norman P. Mason, 
as Federal Housing Commissioner, his succes- 
sors and assigns. Title evidence and FHA 
Form 2765, Application for Debentures and 
Certificate of Claim, complete in all details, 
are to be submitted together to the Comptrol- 
ler’s Division, Federal Flousing Administra- 
tion, Washington 25, D. C. 

1110. Final accounting data and supporting 
receipts are to be furnished after the convey- 
ance of the property to the Commissioner as 
soon as all costs and the amounts of any refunds 
are available. Forms for furnishing this data 
will be forwarded at the time the mortgagee is 
advised the date title will be accepted. 

1111. It is essential that the heading to 
FHA Form 2765, Application for Debentures 
and Certificate of Claim, be completed in all 
details. The FHA case number, the name of 
the mortgagor(s) or owner(s) of record at the 
time of foreclosure and the location of the 
property (not the address of the former mort- 
gagor) must be included. If a group submis- 
sion (five or more cases) the cases should be 
arranged in column 1 on reverse side of the 
form in numerical order with the lowest case 
number first. 

1112. Section I — Factual Data should be 
completed to show in line 1, the present status 
of the property with respect to occupancy, line 
2, the date the last complete installment re- 
ceived prior to the institution of foreclosure 
was due and in lines 3 and 4 both the date to 
which interest was paid by the payment shown 
in line 2 and the unpaid principal amount of 
the mortgage. The means by which title to 
the property was acquired should be indicated 
in line 5. If title was acquired by foreclosure, 
or under power of sale contained in the security 
instrument, the date the first legal step neces- 
sary to acquire the title was taken should be 
shown in line 6. The date to be inserted in 
line 7 is the date on which title to the property 


was acquired. The amount of any deficiency 
or claim against the mortgagor(s) is to be 
shown in line 8 and indicate in line 9 whether 
judgment has been obtained. 

1113. If foreclosure was instituted on a 
group of five or more cases as of the same date 
(or if the properties were otherwise acquired), 
the information for lines 1, 2, 3, 4, 8, and 9 is 
to be shown for the individual cases on the 
reverse side of the form. 

1114. The Schedule of Tax Information, 
Form 2766, should be completed to show in the 
upper half of the form the kinds of taxes or 
assessments which are or may become liens 
against the property including water rates, if 
such will become a lien against the property, 
if unpaid, the tax year, the dates due and delin- 
quent and to whom payable. In the lower half, 
the case number, property description and the 
amounts of taxes last paid should be shown. 

1115. Upon receipt by the FHA the docu- 
ments are examined to determine that the claim 
is in order, that the required documents are in 
proper form, that title evidence is satisfactory, 
and that the property is acceptable to the Com- 
missioner. As soon as this determination is 
made, the Legal Division will advise the mort- 
gagee, its agent or attorney, the date title and 
possession of the property will be accepted and. 
will furnish forms for final accounting and set 
out additional title requirements if any. 

1116. The last step to accomplish actual 
conveyance of the property is the submission 
of final title evidence executed as of a date to 
include the recordation of the deed to the Com- 
missioner, showing that according to t.^* 

lie records there are not, at such date, a 
standing liens, including any past due i 
paid ground rents, general ta: 
assessments. Where more that 
is being conveyed, separate titL - . 
required in each case. 

1117. The Fiscal Data in Support of the Ap- 
plication for Debentures and Certificate of 
Claim, Form 2767 (exhibit 12), and Summary 
of Rental Accounting, Schedule A (exhibit 13), 
Form 2767a, are not to be submitted until all 
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costs required to complete the final accounting, 
including all costs in connection with the con- 
veyance to the Commissioner and the receipt 
of the return premium on cancellation of the 
insurance policy are available. In the case of 
group submissions, Schedules B and C, Forms 
2767 (b) and (c) should also be completed. 
The completed forms, together with the neces- 
sary supporting data, are to be returned to the 
Comptroller’s Division, Federal Housing Ad- 
ministration, Washington 25, D. C., and the 
final title evidence should be forwarded to the 
Legal Division. If the accounting data are 
ready for submission before final title evidence, 
the accounting forms should be sent to the 
Comptroller’s Division so that processing of 
the fiscal information may not be delayed by 
reason of the inability of the mortgagee to pro- 
vide the Federal Housing Administration with 
final title evidence. 

1118. The instructions (exhibit 14) included 
with the forms have been written to correspond 
with the section and items, as shown on Form 
2767 and 2767 (a). The instructions set forth 
not only the disbursements which may be prop- 
erly included, but also those which may not be 
included. Proper and complete presentation 
of the required information will greatly ex- 
pedite processing of the claim and issuance of 
the debentures. 

1119. In addition to the forms having been 
designed to serve as a check list for determining 
that all related items have been reported, a 
Check Sheet, Form 2770 (exhibit 14 A), is fur- 
nished as a guide to assist in obtaining a com- 
plete submission of the forms and supporting 
data required to effect prompt settlement of 
applications for debentures. It will be of mu- 
tual benefit in reducing FHA’s processing time 
and the need for correspondence if the indi- 
vidual items of the instructions as coordinated 
with the items on Form 2767 and 2767 (a), and 
the items referred to on the Check Sheet are 
reviewed and verification is made that: 

1, Original or photo copied receipts have 
been submitted for all foreclosure costs, attor- 


ney's fees, conveyance costs and that these 
costs have been itemized. If receipts are not 
obtainable for any of these items, a statement 
of the reason for such omission must be fur- 
nished. 

2, Original or photo copies of receipted in- 
voices or tax bills have been obtained for all 
payments made, from escrow or advanced by the 
mortgagee for taxes or hazard insurance after 
the due date of the last complete installment re- 
ceived prior to the institution of foreclosure 
and that the receipts equal the amounts shown 
in Section II B (2) and (3). 

3, A photo copy or transcript of the payment 
record card is attached to assist in the recon- 
cilement of the funds in the escrow accounts 
and shown in Section II C, as well as the un- 
paid principal balance of the mortgage and any 
other receipts shown in Section II E, 

4, The amount of return premium has been 
entered under II E and if no refund is shown 
that an explanation is furnished. 

5, Receipts (original or photo copies) fur- 
nished for any other disbursements claimed 
elsewhere on the application or on the Sum- 
mary of Rental Accounting. 

6, The Schedule A has been completed in 
every respect and an assignment of the right to 
collect any rent which was due and unpaid at 
the date the tenant vacated or the date the 
Commissioner accepted title has been furnished. 

1120. Provision is made for the inclusion in 
the debentures of all, or a portion of the fore- 
closure costs, or of acquiring the property by 
other means, actually paid by the mortgagee 
in connection with mortgages accepted for 
insurance under certain sections of the Act, 
provided certain conditions are met in connec- 
tion with mortgages accepted for insurance 
under Sections 203 (b) (2) (B) or (D) provided 
certain other conditions are met. Foreclosure 
costs not included in the debentures are in- 
cluded in the Certificate of Claim. Since the 
mortgagee will ordinarily not be in pos- 
session of sufRcient information to make the 
computation as to the amount, if any, in- 


1117-1120 


44 



cludible in the debentures on account of fore- 
closure costs, this computation will be made 
by the FHA and the maximum allowable 
amount will be included in the debentures 
without any necessity of making claim there- 
for. With respect to any mortgage accepted 
for insurance under Section 203 on or after 
August 2, 1954 (the effective date of the Hous- 
ing Act of 1954), provision has been made for 
inclusion in the debentures of all or a portion 
of the foreclosure cost (or the cost of acquiring 
the property by other means). In addition, 
there will be included in the debentures with 
respect to mortgages accepted for insurance 
under Section 203 on or after August 2, 1954, 
the amount of any tax imposed by the United 
States upon any deed or other instrument by 
which the property was acquired by the mort- 
gagee and transferred or conveyed to the Com- 
missioner. The mortgagee should, in submit- 
ting the accounting data, be certain that the 
amount of U. S. Revenue Stamps placed upon 
the deeds has been clearly indicated in the fore- 
closure and conveyance costs as this informa- 
tion is necessary for FHA to make the adjust- 
ments in the settlement. If the property was 
accepted for insurance under Section 203 (b) 
(2) (B) and if the unpaid principal balance as 
of the date foreclosure proceedings were insti- 
tuted exceeded 80 percent of the appraised 
value of the property when accepted for insur- 
ance or if the property was insured under Sec- 
tion 203 (b) (2) (D) or Section 203 (Housing 
Act of 1954) regardless of the unpaid principal 
balance, foreclosure costs actually expended 
and approved by the Commissioner will be 
allowed in the debenture settlement as follows: 

Section Amount Allowable 

203 (b) (2) (A),.. None. 

203 (b) (2) (B), , . Up to 2 percent of unpaid principal 
balance but not in excess of $75. 

203 (b) (2) (C)... None. 

Not in excess of two-thirds of such 
cost or $75 whichever is greater. 

Note. — Under Section 8 of Title I and individual 
mortgages under Section 213 the same provision applies 


as under 203 (b) (2) (D). With respect to individual 
mortgages under Sections 213, 220, 221, 222, and 809 
accepted for insurance after the effective date of the 
Housing Act of 1954 the same provision applies as under 
Section 203 (1954 Act). Under Section 603, Section 903, 
and individual mortgages under Section 611 the same 
provision applies as under Section 203 (b) (2) (B) except 
two-thirds of the foreclosure costs may be included if 
this amount is larger, 

1121. The FHA will also compute the 
amount to be included in the Certificate of 
Claim on account of defaulted mortgage inter- 
est. This amount will be computed to the 
date the property was accepted by the Commis- 
sioner. The amount of mortgage interest 
which has accrued for the period from the date 
through which paid to the date the property 
was accepted by the Commissioner will be 
computed and from this amount will be de- 
ducted the amount of interest accrued on the 
debentures from the date of the debentures to 
the date the property was accepted by the 
Commissioner. For the method used to com- 
pute debenture interest see paragraph 1127. 

1122. Upon completion of the examination 
of the application and the fiscal data submitted 
in support thereof, a notification of the amount 
of settlement to be made, a statement detailing 
the differences, if any, between the amounts 
claimed and the amounts allowed, and the 
Certificate of Claim are forwarded by FHA to 
the mortgagee. At this time the schedules 
authorizing the issuance of debentures and the 
cash adjustment check are prepared and for- 
warded to the Treasury Departme^*- 

par. 1131.) Unless otherwise req 
bentures will be issued in the large 
nations possible. (See par. 1126.) 

1123. Under the terms of a contrji 
gage insurance, upon conveyance 
property to the FHA Commissione 
gagee is entitled to receive (1) deber 
to the value of the mortgage, and ( 
cate of claim covering certain ite 
eluded in the debentures. The toi 
two instruments equals the amount 
mortgagee would have received hi 


203 (b) (2) (D). 
and 

203 (1954 Act). 
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been paid in full at the date of acceptance of 
the property by FHA, plus the necessaiy ex- 
penses incurred in the acquisition of the piop- 
crty by the mortgagee and conveyance of title 

to the FHA. 

1124. The value of the mortgage for which 
the debentures are issued is determined by add- 
ing to the amount of the original principal ob- 
ligation of the mortgage which was unpaid on 
the date of the institution of foreclosure pro- 
ceedings, or on the date of the acquisition of 
the property after default other than by foie- 
closurc, (1) the amount of all payments which 
have been made by the mortgagee foi taxes, 
ground rents, and water rents, which are liens 
prior to the mortgage, special assessments 
which are noted on the application for insur- 
ance or which become liens after the insurance 
of the mortgage, (2) insurance on the mort- 
gaged property, and (3) any mortgage insur- 
ance premiums paid after either of such dates. 
From the total of the above items must be de- 
ducted any amounts received on account of the 
mortgage after either of such dates and any 
rent or other income from the property, less 
reasonable expenses incurred in handling the 
property. In the case of mortgages insured 
under certain Sections of the National Housing 
Act, there may also be included in the deben- 
tures an amount, as outlined in paragraph 1120 
above, for foreclosure costs actually expended 
and approved by the Commissioner. 

1125. The certificate of claim is issued as of 
the date of conveyance of title to the FHA in 
an amount sufficient to equal all amounts due 
under the mortgage not covered by the amount 
of .the debentures. Such amounts include 
reasonable expenditures for necessary expenses 
incurred by the mortgagee in connection with 
foreclosure proceedings, or the acquisition of 
the mortgaged property after default, if not 
allowable in the debentures, and the conveyance 
thereof to the Commissioner, including reason- 
able attorneys’ fees and earned and unpaid 
interest. 


1126. FHA debentures are registered, trans- 
ferable securities, available in denominations 
of $50, $100, $500, $1,000, $5,000, and $10,000. 
Although these securities are primarily the lia- 
bility of the insurance funds for which they 
are executed, they are fully and uncondition- 
ally guaranteed as to principal and inteiest by 
the United States. Since denominations of de- 
bentures are in multiples of $50, any diffeience 
of less than $50 between the value of the mort- 
gage and the aggregate face amount of deben- 
tures due under the claim is adjusted by the 
issuance of a check in payment thereof. 

1127. Debentures are dated as of the date 
foreclosure proceedings were instituted or the 
date the property was otherwise acquired by 
the mortgagee after default, interest accrues 
from that date and the Treasury Department 
computes debentui'c interest at the semiannual 
interest rate to January 1 and July 1 of each 
year. To compute debenture interest for peri- 
ods less than a full semiannual period, the 
semiannual interest rate is divided by the actual 
number of days included in the period (consid- 
ering the additional day in a leap year) and the 
resulting factor is carried to seven decimal 
places. This daily factor will represent 1/181 
of the semiannual interest rate for each day 
during the period January 1 to July 1 of a nor- 
mal year, 1/182 for each day during the period 
January 1 to July 1 of a leap year, and 1/184 
for each day during the period July 1 to Janu- 
ary 1. The daily interest factor multiplied by 
the number of days during a semiannual inter- 
est period that debentures are outstanding will 
produce an interest factor for the partial period. 
This factor multiplied by the amount of deben- 
tures gives the dollar interest for the partial 
period. 

1128. The debentures issued under the Mu- 
tual Mortgage Insurance Fund mature 3 years 
after the first day of July following the matu- 
rity date of the mortgage on the property in ex- 
change for which the debentures were issued, 
except that debentures issued in connection 
with mortgages committed for insurance on 
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and after August 2, 1954, mature 20 years after 
their effective date. 

1129. FHA debentures bear interest at vary- 
ing rates depending upon the rate specified in 
the regulations under which the insurance was 
granted. Debentures issued in connection with 
mortgages committed for insurance on and 
after August 9, 1954, bear interest at the rate in 
effect as of the date the commitment was issued 
or as of the date the mortgage was endorsed for 
insurance whichever rate is the higher. Such 
interest rate is established by the Commissioner 
from time to time in an amount not in excess of 
the annual rate of interest determined by the 
Secretary of the Treasury,, at the request of the 
Commissioner, by estimating the average yield 
to maturity, on the basis of daily closing mar- 
ket bid quotations or prices during the calendar 
month next preceding the establishment of 
such rate of interest, on all outstanding mar- 
ketable obligations of the United States having 
a maturity date of 15 years or more from the 
first day of such next preceding month, and by 
adjusting such estimated average annual yield, 
to the nearest one-eighth of 1 per centum. With 
the exception of the debentures issued under 
the Mutual Mortgage Insurance Fund in con- 
nection with insurance granted prior to Febru- 
ary 3, 1938, debentures may be redeemed at the 
option of the FHA Commissioner at par plus 
accrued interest on any interest day or days on 
3 months’ notice. 

1130. The chart (exhibit 15) lists the vari- 
ous interest rates, redemption, maturity, and 
tax provisions of FHA debentures and sum- 
marizes their characteristics. One double- 
lettered series of debentures has been estab- 
lished under each of the following FHA insur- 
ance funds : Mutual Mortgage Insurance Fund — 
Scries A A; Housing Insurance Fund — Series 
BB; Section 220 Housing Insurance Fund — 
Series CC; Section 221 Housing Insurance 
Fund — Series DD; Servicemen’s Mortgage In- 
surance Fund — Series EE; Armed Services Hous- 
ing Mortgage Insurance Fund — Series FF; and 
the National Defense Housing Insurance Fund — 


Series GG, By the insertion of the appropri- 
ate date of issue, maturity, and rate of interest 
in blank spaces provided on the security, these 
double-lettered series are adaptable for issue in 
connection with mortgages insured under vari- 
ous regulations. On original issues since Oc- 
tober 1955, double-lettered series of debentures 
have been substituted for single-lettered series 
under the Mutual Mortgage Insurance, Hous- 
ing Insurance, Armed Services Housing Mort- 
gage Insurance, and National Defense Housing 
Insurance Funds. Single-lettered series will 
be continued under the Title I Housing Insur- 
ance and War Housing Insurance Funds in con- 
nection with insurance granted prior to the 
expiration of authority to insure new loans 
under these two funds. 

1131. The issue, transfer, exchange, redemp- 
tion, payment, purchase, and retirement of, 
and the payment of interest on, debentures arc 
handled by the United States Treasury Depart- 
ment acting as agent for the Federal Housing 
Administration. Such transactions are gov- 
erned by the United States Treasury Depart- 
ment General Regulations with respect tc 
United States Securities, so far as applicable, 
At the time of original issue the Division oJ 
Loans and Currency, Treasury Department 
transmits the debentures to the mortgagee b) 
registered mail. The cash adjustment check 
is forwarded separately by regular mail from 
the Division of Disbursement, Treasury De- 
partment. Checks for the accrued interest or 
the debentures follow shortly thereafter, aj 
explained below. 

1132. Since debentures bear the date tliai 
action to acquire the property was institutec 
and earn interest from that date, usually a sub 
stantial amount of debenture interest has ac 
crued by the time the mortgagee receives th< 
debentures. Checks covering the interest whicl 
has accumulated during this period through th< 
last semiannual interest date, either January ! 
or July 1, are mailed by the Treasury Depart 
ment within 15 days after shipment of th 
debentures. Thereafter semiannual interes 
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checks are mailed to the registered holders of 
debentures as of January 1 and July 1 each yeai 
until the debentures mature or are redeemed. 
(See par. 1127 for method to compute interest 
for periods less than a full semiannual period.) 

1133. The Treasury Department will effect 
denominational exchanges and transfers of 
debentures, after original issue, upon surrender, 
cancellation, and retirement of a like face 
amount of debentures of the same series and 
maturity date. In the case of a denomina- 
tional exchange where the debentures are to 
be inscribed in the same manner as the deben- 
tures presented and no change of ownership is 
involved, no assignment is required. The 
debentures should be forwarded directly to the 
Treasury Department, Division of Loans and 
Currency, Washington 25, D. C., or through 
a Federal Reserve bank, together with specific 
instructions for the issuance and delivery of 
the new debentures. 

1134. All debentures are negotiable and may 
be assigned, If it is desired to transfer owner- 
ship of a debenture, a duly authorized officer of 
the institution should execute the first blank 
assignment form on the back of the debenture 
in the presence of an officer authorized to wit- 
ness assignments of United States registered 
bonds. The witnessing officer, who should be 
other than the officer executing the assignment 
on behalf of the institution, should affix to the 
certificate of acknowledgment his official sig- 
nature, title, address, seal, and the date. The 
debentures should then be forwarded directly 
to the Treasury Department, Division of Loans 
and Currency, Washington 25, D. C., or through 
a Federal Reserve bank accompanied by a signed 
letter of instructions (or Treasury Department 
Form P. D. 1644) showing the disposition to 
be made of them. 

1135. In case of transfer of ownership, the 
authority of the officer to assign must be sup- 
ported by a certified copy of a resolution of the 
board of directors or governing body of the 
institution conferring general or specific au- 
thority to assign, unless such a resolution is 


already on file with the Division of Loans and 
Currency^ Treasury Department, Washington 25, 
D. C. Treasury Form P. D. 1009 (general 
authority), or P. D. 1010 (specific authotity), 
should be used for this purpose. A specific 
authority covers only the transaction stipu- 
lated thereon, A general authority is sufficient 
to support assignments of any and all United 
States securities outstanding in the name of the 
registered owner so long as the officei s named 
are acting in the same capacity, or until the 
submission of a new resolution. In executing 
Forms P. D. 1009 and 1010, if the titles only of 
officers are given, a certificate of incumbency 
(Form P. D, 1014), under corporate seal, should 
be furnished. Complete instructions for its 
execution appear on the reverse of each of these 
forms (exhibits 16, 17, and 18). 

1136. Brief instructions for assigning FHA 
debentures will be found on the reverse of each 
debenture. Officers authorized by the Secre- 
tary of the Treasury to witness assignments of 
United States securities are listed in section 
306.43 of Treasury Department General Regu- 
lations With Respect to United States Securi- 
ties, Department Circular No. 300, revised 
April 30, 1955. Generally, such officers in- 
clude certain designated officers of the United 
States Treasury at Washington; judges and 
clerks of United States courts; United States 
attorneys, collectors of customs, and regional 
commissioners and district directors of internal 
revenue; officers of banks and trust companies 
chartered by or incorporated under the laws of 
the United States or those of any State, Com- 
monwealth, or Territory of the United States 
who have been authorized generally to bind 
their respective institutions by their acts, and 
other officers of such corporations who may be 
specially authorized by their respective insti- 
tutions to witness such assignments. 

1137. Upon original issue, debentures are 
shipped by the Treasury Department via regis- 
tered mail at the risk and expense of the United 
States. Debentures to be delivered upon trans- 
fer or denominational exchange transactions, 
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unless delivered in person to the registered 
owner or his duly authorized representative, 
are delivered by registered mail without ex- 
pense to, but at the risk of, the registered 
owner. However, delivery will be made by 
express collect at the risk and expense of the 
owner, if written instructions to that effect are 
given . 

1138. When the FHA exercises its right of 
call, the debentures first issued in the series will 
be selected for redemption. The Treasury De- 
partment, acting as agent for the FHA, will 
notify registered holders 3 months in advance 
of the redemption date of the serial numbers 
which will be called. Concurrently this call 
notice will be published also in the Federal 
Register. Specific instructions covering the 
assignment of the debentures and their presen- 
tation for redemption will be furnished by the 
Treasury Department with each call notice. 

1139. In making a call for the redemption of 
debentures the FHA Commissioner will offer 
to purchase at par plus accrued interest to date 
of purchase, any debentures included in the call 
at any time during the 3 months between the 
date of the notice and the redemption date. 
During these 3 months no transfers or denom- 
inational exchanges in debentures covered by 
the call will be made by the Treasury Depart- 
ment; however, this does not affect the right 
of the holder of a debenture to sell and assign 
it during the period, as provision is made for 
the payment of the final interest due on the re- 
demption date together with the principal 
thereof to the actual owner, as shown by the 
assignments on the debenture, 

1140. At maturity, the debentures must be 
assigned to "the Federal Housing Commis- 
sioner for redemption," in the first blank form 
of assignment provided on the back of the 
debenture, and transmitted to the Treasury 
Department for payment. The assignment for 
redemption should be executed by a duly au- 
thorized officer of the institution in the pres- 
ence of an officer authorized to witness assign- 
ments, in the same manner as outlined above 


for transfer of ownership. However, if the 
check in payment of the debenture is to be 
drawn payable to the account of the owner, no 
proof of the authority of the officer who exe- 
cutes the assignment is required. 

1141. Each title of the National Housing Act 
provides that mortgage insurance premiums 
shall be payable by the mortgagee either in 
cash or in debentures issued under the particu- 
lar insurance fund to which such premiums are 
to be credited. For example, Title I Housing 
insurance Fund debentures may be used to pay 
Title I Section 8 insurance premiums; Mutual 
Mortgage Insurance Fund debentures are ac- 
ceptable in connection with Section 203 prem- 
iums; Housing Insurance Fund debentures, for 
Sections 207 and 213 premiums; War Housing 
Insurance Fund debentures, for Sections 603, 
608, and 611 premiums; etc. The value of 
debentures presented in connection with the 
payment of insurance premiums is calculated 
at par plus accrued interest to date of retire- 
ment. 

1142. In the interest of simplicity the FHA 
offers to purchase debentures monthly at par 
plus accrued interest to date of retirement in 
lieu of accepting them to pay mortgage insur- 
ance premiums. The offer to purchase is made 
for the reason that it is improbable that the 
proceeds, including interest to date of retire- 
ment, would be in the exact amount of the 
premium paid so that it would be necessary 
either for the mortgagee to make up the deficit 
with a supplemental check or for the FHA to 
refund the excess proceeds to the mortgagee. 
This is caused by the fact that the Treasury 
Department in its capacity as agent for the 
FHA calculates the interest on debentures to 
the actual date of redemption and it is impos- 
sible to determine in advance the exact date on 
which the redemption will be effected and 
through which the interest will be calculated. 

1143. In the event a mortgagee desires to 
submit debentures for purchase in connection 
with insurance premiums on mortgages held 
in its portfolio, the check covering the pre- 
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miums should be forwarded when due in the 
usual manner. Debentures offered for sale 
should be forwarded once a month directly to 
the FHA Comptroller in a separate transmittal, 
offering to sell them at par plus accrued inter- 
est in lieu of applying them to the payment of 
insurance premiums and citing the amount of 
premiums paid or the average monthly pre- 
miums under the appropriate fund, as explained 
in the following paragraph. 

1144 ^ The face amount of debentures to be 
submitted monthly for purchase may be deter- 
mined on either of two bases: (1) the amount 
of the premiums payable for the month, 
rounded to the nearest $100; or (2) the monthly 
average of insurance premiums payable by the 
mortgagee under the appropriate FHA insur- 
ance fund rounded to the nearest $100. If 
basis (2) is adopted a calculation of one-half 
percent of the present outstanding balance of 
loans held in the mortgagee’s portfolio under 
the appropriate insurance fund would be a fair 
estimate of the annual premiums. This figure 
divided by 12 would establish the amount of 
average monthly premiums. When deben- 
tures are to be submitted monthly for purchase 
under basis (2), the FHA Comptroller must be 
advised of the total amount of the current out- 
standing balance of the loans held by the mort- 
gagee under the appropriate insurance fund on 
which the calculation for monthly purchases 
is based. Unless there are substantial fluctua- 
tions in the outstanding balance of the mortga- 
gee’s portfolio from month to month, it will 
be necessary for the mortgagee to revise the 
outstanding balance figure only once a year so 
long as it continues to submit debentures for 
purchase under this arrangement. 

1145. If premiums paid by servicing agents 
for the mortgagee’s account are included in its 
calculation of the amount of debentures to be 
submitted for purchase in a month, the mort- 
gagee should forward with its transmittal to 
the FHA Comptroller a list of its servicing 
agents under the appropriate section or sections 
of the act showing (1) name and address, (2) 


amount of premiums paid for its account by 
each, and (3) the amount of premiums on 
loans which it services directly. If debentures 
are submitted on the basis of the average 
monthly premiums a list should be submitted 
giving the current outstanding balance ^ of 
loans on which each servicing agent is paying 
the premiums and of those on which the moi t- 
gagee is paying the premiums directly. In 
submitting these data summary information 
segregated by sections of the act should be fni- 
nished, as detailed listings of loans are not 
required. 

1146. The right to use debentures to pay 
mortgage insurance premiums is not inherent 
in the debentures themselves, since they are 
negotiable and may be held by any investor, 
but is a privilege extended under the National 
Housing Act to approved mortgagees with 
respect to insured loans in their own portfolios. 
However, a servicing agent who owns deben- 
tures may submit them for purchase in connec- 
tion with mortgage insurance premiums on 
loans he is servicing for other mortgagees pro- 
vided he has permission to do so from the 
principals involved. In that event the serv- 
icing agent is required to furnish the FFIA 
Comptroller with a letter from each of the 
mortgagee-principals authorizing the use of 
debentures to pay its insurance premiums. 

1147. The letter should state that the mort- 
gagee-principal is giving the servicing agent 
authority to use debentures to pay insurance 
premiums for its account, that the mortgagee- 
principal understands that it may not submit 
debentures in payment of the same mortgage 
insurance premiums, and should give the 
amount of the annual insurance premiums being 
paid or the present outstanding balance of the 
loans being serviced for its account by the 
servicing agent under each section of the act. 
Such letters of authority will remain in effect 
until canceled in writing by the mortgagee- 
principal. 

1148. In forwarding debentures for purchase 
in lieu of using them to pay insurance premiums 
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a servicing agent must indicate in its trans- 
mittal letter the amount of debentures under 
each FHA insurance fund it is submitting in 
connection with premiums paid for the account 
of each mortgagee-principal which has granted 
the required authority and the amount relating 
to premiums paid on loans held in its own 
portfolio, if any. 

1149. Debentures offered for purchase in con- 
nection with mortgage insurance premiums 
should be assigned to “The Federal Housing 
Commissioner for purchase” in the first blank 
form of assignment on the back of the deben- 
ture, and transmitted to the Comptroller, 
Federal Housing Administration, Washington 
25, D. C., accompanied by a signed letter of 
instructions indicating what disposition should 
be made of them. The assignment for pur- 
chase should be executed by a duly authorized 
officer of the institution in the presence of an 
officer authorized to witness assignments, in 
the same manner as outlined in paragraphs 
1134, 1135, and 1136 above for transfer of 
ownership. 

1150. If denominations on hand do not lend 
themselves to the submission of debentures for 
purchase in face amount equivalent to the 
monthly insurance premiums rounded to the 
nearest $100, a debenture should be assigned 
for partial redemption and reissue of the re- 
mainder. In such case the assignment should 
read to “The Federal Housing Commissioner 
for purchase to the extent of $ (insert amount) 
and reissue of $ (insert amount).” For ex- 
ample, if the mortgage insurance premiums 
paid under Section 203 for the month amount 
to $4,345 and the mortgagee holds a $5,000 
Mutual Mortgage Insurance Fund debenture 
that it desires to offer for purchase, the deben- 
ture should be assigned to “The Federal Hous- 
ing Commissioner for purchase to the extent of 
$4,300 and reissue of $700. ’ ’ When debentures 
are submitted for partial redemption, the re- 
issued debentures will usually be mailed to the 
registered holder a few days ahead of the check 
covering the proceeds of the redemption. 


1151. No separate check covering the final 
interest payment on debentures will be issued 
by the Treasury Department. Final interest 
on any debenture, whether purchased prior to 
or redeemed on or after the call or the maturity 
date, will be paid together with the principal 
in accordance with the assignments on the 
debentures surrendered. In all cases the check 
in payment of principal and final interest will 
be mailed to the address given in the letter of 
instructions or form of advice accompanying 
surrendered debentures. 

1152. The certificate of claim is issued by 
the FHA Commissioner in tlie name of the in- 
sured mortgagee and is transferable only upon 
its surrender to the FHA at Washington, D. C., 
properly assigned, in accordance with instruc- 
tions on the back of the instrument. Upon 
such surrender a new certificate of claim will be 
issued to the assignee. The certificate is exe- 
cuted as of the date of conveyance of title to 
the property to FHA and is a contingent lia- 
bility of the mortgage insurance fund under 
which the mortgage was insured. There ac- 
crues to the holder of the certificate of claim 
an increment at the rate of 3 percent per annum 
of the face amount of the certificate. 

1153. The owner of the certificate of claim 
is advised in the instrument that the amount, 
if any, to which he shall be entitled shall be 
contingent and dependent upon the net amount 
realized from the property as determined by 
the Commissioner. With respect to mortgag-"*^ 
committed for insurance after August 11, IS 
and, with the consent of the mortgagee 
mortgagor, as the case may be, with resper^ 
mortgages committed for insurance n 
August 11, 1955, the Commissioner * 

ized to effect settlement of the 
claim and refund to mortgagor at 
the sale of the property witho” 
final liquidation of the prone'*^ 
of determining the amo"*' 
from. If the net am 
property (after deduct 
by the Commissione 
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with, and disposing of such property and in 
the collection of all claims) exceeds the face 
amount of the debentures and the cash adjust- 
ment paid, plus all interest paid on the deben- 
tures, such excess shall be applied to the pay- 
ment of the certificate of claim until the face 
amount thereof, plus the increment, is paid 
in full. 

1154. The certificate of claim shall become 
void and of no effect upon the payment of 
such excess as provided above (whether it 
liquidates the certificate in part or in full), or 
(^) upon the failure of the Commissioner to 
realize any excess upon the full liquidation of 
the property. Upon the liquidation of the 
property the Commissioner shall notify the 
registered holder of the certificate by mail at 
the post office address as shown by the records 
of the Commissioner, of the disposition of the 
proceeds and of the voidance and termination 
of the certificate of claim. 

1155. If there remains an excess from the sale 
of a home property after paying the certificate 
of claim and increment thereon at 3 percent, 
the National Housing Act provides that such 
remainder shall be paid to the mortgagor; ex- 
cept that this does not apply in the case of a 
mortgage insured under Section 903. 

1156. In order to be in a position to make 
settlement with the insured mortgagee and the 
mortgagor, with respect to a property con- 
veyed to the Commissioner under the terms of 
insurance the FHA maintains for each such 
property an individual account which reflects 
all income and expense relating to the property. 

1157. With respect to mortgages committed 
for insurance after August 11, 1955, settlement 
as of date of sale is effected as soon as all income 
from the property has been received and all ex- 
penses have been paid. In connection with 
mortgages committed for insurance prior to 
August 11, 1955, if the property is sold for 
cash, settlement as of date of sale is effected 
as soon as all income has been received and all 
expenses have been paid ; and if a mortgage note 
or sales contract has been accepted by the 
FHA under the terms of sale, settlement is ef~ 
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fected upon final liquidation of the Commis- 
sioner’s interest in the property, except that 
with the consent of the mortgagee or mortga- 
gor, as the case may be, settlement may be 
made any time after the sale of the property. 
Debenture interest is charged against each indi- 
vidual property to the settlement date or ma- 
turity date, whichever comes first. 

1158. At the time of settlement, the regis- 
tered holder of the certificate of claim is noti- 
fied by the FHA of the amount available for 
payment thereon, or the amount of loss sus- 
tained by the insurance fund. In those cases 
where there are excess proceeds from the sale 
of the property, a letter is transmitted in dupli- 
cate to the mortgagee advising of the amount 
available for partial or full settlement of the 
certificate of claim. The mortgagee is re- 
quested to execute one copy of the letter by 
indicating his acceptance of the settlement and 
to return the executed copy to the FHA Comp- 
troller together with the certificate of claim, 
which must be assigned or released to the FHA 
Commissioner on the reverse thereof. When 
the check in settlement is forwarded to the 
mortgagee, a copy of the voucher showing the 
total amount of income received, total amount 
of expenses incurred, and the excess proceeds is 
attached for the information of the mortgagee. 

1159. In those cases where the sale of a fore- 
closed property results in a loss to the insurance 
fund and no payment can be made on the cer- 
tificate of claim, the mortgagee is furnished a 
letter showing the total amount of income re- 
ceived, total amount of expenses incurred, and 
the loss to the insurance fund, and he is re- 
quested to return the certificate of claim to the 
FHA for cancellation. 

1160. If any excess remains after provision 
for the certificate of claim and increment there- 
on, a letter in duplicate is sent to the mortga- 
gor advising of the remaining excess. The 
mortgagor is requested to execute one copy of 
the letter by indicating his acceptance of the 
settlement and to return the executed copy to 
the FHA Comptroller. Upon receipt of the 
executed copy, a voucher is processed to effect 
payment. 
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EXHIBIT 8 


“nl ”** FEDERAL HOUSING ADMINISTRATION 

NOTICE OF DEFAULT STATUS 

Mortgage Insured Under the National Housing Act 
To; FEDERAL HOUSING ADMINISTRATION 


Tof* Approved 

Bud|«t Bur«KU No. 63-R734,4 


INSURED UNDER (Please check) : 

D Title I, Class 3. 

□ Title I, Section 8. 

D Title ll, Section 203 

□ TiUe II, Section 213 (IrKllvldual Mort^e) 

□ Title ir, Section 220 (Individual Mortgage) 

O Title II, Section 221 (Individual Mortgage) 

□ Title 11, Sectlcn 222 

□ Title VI, Section 003 

□ Title VI, Section 003, pursuant to Sectlcxi 610. 

□ Title VI, Section 611 (Individual Mortgage) 

□ Title K, Section 903 


Date 

Re: FHACaaoNo I 

Our No. 

Property address 


Mortgagor (a) 

Holding mortgagee 

Servicing agent 


1. The payment(a) checked below have NOT been made: 



F«k. 

Mu. 

WSm 



f 


S«»<. 

Oct. 

Hoy, 

Dm. 





m 

m 

m 








2. Reason for nonpayment (kindly check predominant reason) ; 


P Dekth of principal mortgagor, 

□ Illness of principal mortgagor, 

□ Illness or death in mortgagor’s family. 

□ Marital diihculties. 

O Curtailment of income. 

□ Excessive obligations — same income. 


□ Improper regard for obligations. 

□ Distant employment transfer. 

O Unsatisfactory property. 

P Inability to satisfactorily sell or rent property, 
p Military service. 

P Miscellaneous, explain; 


8. Date of previous Notice of Default: (If "none," so indicate) 
4, Action taken toward Reinstatement: 



6. Does mortgagee wish the assistance of the local FHA Office in reinstating this case: p Yes Q No 
6, Check applicable status : p Reinstated □ Reinstatement expected □ Doubtful 
FORECLO.SURE : p Imminent 

P Started ,19 — Date set for sale 19_. 

□ Completed 19 — Redemption period expires , 19_. 

DISPOSITION; p Property will be convoyed in exchange for debentures, 

P Property will NOT be convoyed in exchange for debentures. 


(Hum of roporUn* ImUluilooT 


By 

(Sljjnatur*) 

OBSERVE CAREFULLY PROCEDURE FOR REPORTING AS SET FORTH ON REVERSE SIDE 


Date of Notice 

FHA Case No. ' 

Our No, 

Receipt of the above-identified Default Notice (Form 2068) Is hereby acknowledged 
Name and address of Institution to 

whom acknowledgment is to be returned. Fedekal HouaiNQ Commissionbr 


By_... 

Date- 
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EXHIBIT 8 — Continued 

REMARKS 


FROCEEURE FOR REPORTING DEFAULTS 

(It is important that the notice be completely executed) 


Case NOT 
In 

PORECtOSURJE 

Submit 

ORIGINAL 

only 


1, Submit Form 3068 to Insuring Office of the Federal Housing Admin- 
istration for area in which subject mortgage security is located 
when three (3) monthly Installments are in default in accordance 
with the following illustrative case: 

Payment due September 1 but not paid by October 1. The mortgage 
is in default on October 1 and, provided the payment is not made 
in the meantime, a report is due on December 1. 

2. Thereafter further reports (Form 2068) are not required unless: 

A. The account is reinstated} 

B. Six (6) monthly installments are delinquent in which event a 
report will be submitted immediately and every sixty (60) 
days thereafter giving current information concerning monthly 
Installments unpaid and efforts toward reinstatement until 
the mortgage is current} 

C. Foreclosure proceedings become imminent irrespective of the 
number of monthly installments delinquent} 


Case IN 
FORECLOSURE 

Submit 

In 

DUPLICATE 


D* A foreclosure action is started. 

3, No report is required between the reporting of the start of fore- 
olosure and the reporting of completion of such action unless in the 
meantime the default is cured or the foreclosure action is suspended. 
If there appears to be unusual delay in completing a foreclosure 
action, inquiry regarding the situation may be made by the Federal 
Housing Administration. 

4, When foreclosure action is completed, a prompt report should be sub- 
mitted on Form 2068. At this time, unless a redemption period is 
Involved, the mortgagee shall advise whether or not the property will 
be tendered to the Commissioner. 

5, Where a .redemption period ensues, no further report is required 
until the expiration of the redemption period, at which time the 
mortgagee shall advise whether or not the property will be 
tendered to the Commissioner. 


SERVICING: All approved mortgagees are required to service in- 
sured loans in accordance with acceptable mortgage practices of 
prudent lending institutions. In the event of default, the mort- 
gagee should be able to contact the mortgagor and otherwise exer- 
cise diligence in collecting the amounts due. The holder of the 
mortgage is responsible to the Commissioner for proper servicing, 
even though the actual servicing may be performed by on agent of 
such holder. 

This "Notice of Default Status" may be submitted by either the 
mortgagee or its servicing agent, but should not be submitted by 
both « 
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EXHIBIT 9 


FOA Form No. 2319 

(ItolMd Auiiut ItiU 


ATTORNEY’S CERTIFICATE OF TITLE 

IN CONNECTION WITH MORTGAGE INSURED BV FEDERAL HOUSING COMMISSIONER 
(SEE NOTE BELOW) 


To; FEOEnAL Housing Commissioner 

This CEBTIFIBS that the tmilcteigned has examined nil of the public recnrii# rclntitc to ronl cstiilo titles of the 
county and Stale in which the land iloacribcd in schedule A below is situnied, or has exainmed nbslraets of title pur- 
porting to reflect the contents of such records relative to said land, which abstracts are deemed st.fr.cleolly complete 
and worthy of confidence, and that said examination began with a well recogt.ked source of good title and covered 

a period the opinion of llie undersigned and In accordance with the practico of competent loca]_ title 

allomeys, is deemed sufficient to establish good title. After sucii examination it is the opinion of the 

that, subject only to the matter shown under schedule B hereof, a good and mercliantablo fce-simple title to the 

premises described In schedule A hereof was, at the date of this cotlifiealc, indefeualbly vested in: 


. , 19_. .. Recorded 


page, of the county records. 


Accurato dacriptlon of the propcrtyi 

An that ckhtain tract or parcel of land, situate, lying, and being in the 

of county of - - State of ... 


A SKETCH OR DIAGRAM should be attached to this Certlficalo showing location of the property with respect 
to slreeu on wWch the property fronU and nearest adjoining streets, if no survey is avoilable. 

NOTE.— This eortlCcato may be exeeulod upon recordaUon of the mortgage to bo insured “"JJj 

may subsequently certify title in the event of claim under the insurm.M coniracU In such event the subsequent 
ney may execute a similar form amended to cover the continuallon only. 


413044 0—57 2 
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EXHIBIT 9 — Continued 


SCHEOULS B 

// no lUrUt tncumbrancttt Cf cbjtctutm of iSt tjrpe dacjibeti, ttcte “nono'^ after eaeh item, Attarh ridcn if neecetary, 

1. Mortcac&s: 

2. MeCIUMCS' LiFNSt 

3. JUDCMENTS; (Stale and Federal, including finci; and |)cnalliea in criminal praccedinga, ) 

4. Attachmentst 

5. Suns Pemhnc os Lts Pbsbens AmcTl^c Tin^; 

6. Bankruptct Phoceeoincs; (By or against all parties in chalts of title within 10 years last past.) 

7. Leases OR LA^D CotfTmcTS! (Recorded or known.) 

8. Party XPau. Aceekments, Encuoachsients, awd EASt.viENTst (Recorded or known.' 

9. RESTHtetrvE Covenants and Zoning OnoiNANCEs: (Show record reference, and indicate any known violation.) 

Do they contain reversionary, forfeiture clause, or right of reentry to abate nuisance? If so, has siicli 

clause or right been waived or subordinated in favor of mortgagee? Docs recorded plat show 

buildiug>restrictlon line? If so give details. 

10. Oa DR Mineral Rights ! 

Do such rights permit Injury to surface without payment of adequate damages? 

n. Estate and Income Taxes: (Federal and State.) 

12. Corporation OH Franchise Taxes! 

13. Taxes! (Including outstanding tax ccrlificates, untcdecnied lax sales, estate, income, franchise, unemployment, old- 

age, and personal.property taxes where liens. Give year, amount, and due dale,) 

14. Special Assessments! (Show character of Improve men t, amount, and due dates, If payable in future installments, 

show amounts and due dates of each insiallmcni. Also the data the assessment became a lien.) 

15. Other Liens, Objections, and Defects; 


• 19 the title 


Auomty, 


This certificate is dated the day of 

examination covered the preceding period of yeoit. 

Name and address of attorney (type) t 
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EXHIBIT 10 


FDA Futn tJu. }7<S 
(S«e. B TItli li B<ci. aoJ< BOJ 
tnd Indlvidujl aorBB*B«i undtf 
Stct. ]|J tnd «|1) 


r»f« AtFrtFtd 

Btd|tt Suvtty Vt. BJ-ltlB 


APPLICATION FOR DEBENTURES AND CERTIFICATE OF CUIH 

(SUBMIT IK BUPLICATE) 



Date 



The Comptroller 

FHA Case No, 

n¥,.H ( 

) othsrs 

Federal Houaing Adminlotratlon 

MortKacor isl 



Washington 25, D. C. 

Prooertv Location 




Sir: 


The captioned property has been acquired by the undersigned, and the folloAtlng data 
ar© eubmitted at this time in support of this application for payment under the contract 
of morlgego insuranco. Title evidence meeting requirements of applicable Administrative 
Regulations, final accounting date, and any other Infomiation required under the appli- 
cable RegulntlonB and the National Housing Act will be furnished when requested. 

SECTION I - FACTUAL DATA 


{If a group submiaslon of 5 or more cases, use schedule .on reverse hereof to furnish 
data called for by Items 1, 8, Ci, 4, 8 and 9, ) 


1. Property is vnconlQ , or occupied by , as tenant, 

under loose (written □ , ornld ) providing monthly rental of $ . 

S. Duo doto of Inst complete installment paid . (Date on which the 

last coirplota monthly Installment which was received prior to the institution of 
foreclosure, or ncqulaitlon otherwise, was due . Do not show the date on which pay- 
ment woa received.) 

,'5. Interest collected to . (Dote to which interest was paid by 

the Instollmont shovm in Item 2 above.) 

4. Unpaid principal amount of mortgage after receipt of payment shown in Item 2. 

$ 

5, Property was acquired byO foreclosure, O otherwise. 

6. Data foreclosure proceedings wore Instituted —• (Date first 

legal step was taken, such as filing 11s pendens, publication of notice of 
truatoo'a sale, etc, ) 

7, Date property waa acquired by mortgBgee„_ • 

fi. Amount of any deficiency or clolm against mortgagors. $ • 

9. Has deficlenoy Judgjnent been obtained? . 

SECTION II - ASSIGNMEOT OF CLAIM 


(TAi* »ec<i»n no » app/icabJc if mort^eSee rfooa not have a eJaJm or do/icjency to aailin) 

Tho undersigned, in consideration of this application and for other good and valua- 
ble considerations, does hereby sell, assign, transfer, 

course, to Noroan P. Mason of Washington, D. C. , as Federal Housing Co^ ssioner, 
hla GuccesDors and assigns, all right, title and interest of 

any and all olnlmn against the mortgagors Identified in the caption hereof, tog thar 
with any and all other olninis which the undersigned may have arising out of the afore 
Gold mortgage transact I on ond tha forecloeure proceedings thereon, 

SECTION III 


Tho undersigned hereby oartiflea that the statements and information contained 
herein arc true end correct. 


Name of Mortgagee 


Mortgagee's Authorised Agent 


Street Address 
City and State 
Authorized Signature” 
Official Title 


Street Address 
City and State 
Authorized Signature 
Official Title 
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EXHIBIT 11 
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USE COu rmOATIOII sheet if BEOOUtED 
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EXHIBIT 12 


KHA To r« N«. }? i 7 


FISCAL DATA IN SUPPORT OF APPLICATION FOR DEBENTURES AND CERTIFICATE OF CLAIM 

(SUBMIT 1)1 DUPLICATE) 


The Comptroller 

Federal Housing Administration 

Washington 25( D. C, 

Re: FHA Case Mo. 

Mortgagor (s) 

Property Location 


end ( _) otlu: 


The following fiscal data are submitted in support of Application for Daberiturei'. 
and Certificate of Claim in connecllon with conveyance to the Coinnisatoner of title to 
the real property above described. Schedule A and all required receipts are attached in 
support hereof, (if this form represents a group submission, Schedulea B and C are also 
attached.) . 

SECTION I - FORECLOSURE OR ACQUISITION COSTS 

wort; See ie5truction5 rcJative to Sec t ion I with respect to inctueion of forecloauio 
costa in debentures and CerfiliCflfe of Claim, 


A. Neoasaary Expenses 

B. Retisonable Attorneys Fees 
Total amount of Foreclosure or 
Acquisition Costs 


SECTION 11 - DEBraTURES 


A. Unpaid principal balance of mortgage 

as at 19 

B, niehursements after date shown in "A" 
above for ; 

1. Mortgage Inaurnnce prornlums , 

2. Taxes,' ground rents, special assoss- 
ments, water rates which were liens 
prior to the mortgage 

3. Haznrd insurance preraluma _ 

Total mortgage bnlanco and disbursements 
[Item A plus Item B) 

Deductions; 

G. Funds in escrow as at duo date of last 
complete installment for; 

Monthly 
Escrow Rate 

1. Mortgage insurance preraluma 

2. Taxes, ground rents, water 

ratec special aasossraents 

3. Hazard insurance premiums 

D. Net income from the property between the 
date fornolosure proceedings were insti- 
tuted {or property otherwise acquired) 
and tho date property was convoyed to the 
Commissioner - Sohcdulo A attached 

E. Other rocelpta 

Date Source 

Hazard insurance refund 


Total Deduct Iona ^ 

Debenture Claim, exclusive of foreclosure and acquisition 
costs 

Portion of foreclosure or acquisition coots allowable in 
Debentures (This item need not be completed - See instructions.) $ 

Total Debenture Claim (This item need not be completed.) 
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EXHIBIT 12 — Continued 


SECTION III - CERTIFICATE OF CUIU 


A. 

Conveyance eoata 

paid 


B. 

Any other amount 

due under the 



mortgage but not 

included in Section II 



Item Amount 


Total of unadjusted (*) Certificate of Claim 

* This amount will be Inoroased by the Incluaion 
of Intereat on the mortgage for the period from 
the data through vfhloh paid to the date the 
property was conveyed to the Commlaaloner, less 
the amount of debenture Interest accrued at the 
latter date. 

C. Interest adjustment (to be oiilculated by FHA) s 
Mortgage interest Q from 

to $ 

Leaa debenture Intereat ® ^ from 

to 


Amount of Certificate of Claim (Exclusive of 

foreclosure and ccquloition costa) $. 

D. Portion of foreclosure or acquisition costs allowable in 
Certificate of Claim [This item need not be completed - 
see inatruotiona. ) $. 

Total Certificate of Claim (This item need not be completed.) $, 


The undersigned hereby certifies that the otatementa and information contained herein 
are correct and true. 


Name of Mortgagee 


Street Address 


City and State 


Authorized Signature 
Official Title 


Mortgagee's Authorized Agent 


Street Address 
City and State 


Authorized Signature 


Official Title 
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SUWARY OF RENTAL ACCOUNTING 

(SUBMIT IN DUPLICATE) 
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EXHIBIT 14 


FEDERAL HOUSING ADMINISTRATION 
WASHINGTON 25, D. C. 


InstrxictlonB for the preparation of FHA' Forma 2767> 2767®* 

2767b and 2767c, Fiscal Data In Support of Application for 
Debentures and Certificate of Claim 

These Instructions, as written, are primarily related to single property aubtnlssions, but they apply 
o^ually to group submissions of five or more properties In the same project (less than five properties 
are to be submitted singly) except that In group submissions Schedules A, D and C (FEIA Forms 2767 a^ 
2767b and 2767c) should be prepared first and the totals thereon transferred to FHA Form 2767. 
Attention is called to the fact that the columns on Schedules D and C are keyed to the Items on Form 
2767 to which tlie totals thereof are to be transferred. Accordingly, any (luestlons concerning 
entries In those columns may be resolved by reference to the Instructions covering the related item 
on Form 2767. For example. Column I of Schedule D Is keyed to Item A of Section I of FHA Form 2767 

and the Instructions applicable to Item A will also apply to Column 1, 

The forms are to bo prepared In triplicate and the original and one copy submitted to the FHA. Please 

note that these forms are not to be prepared or submitted until the property has been convoyed and 

title accepted by the Commissioner nor until all costs In connection therewith are available for In- 
clusion in the final accounting. A photo copy or transcript of the mortgagee's payment record should 
bo submitted together with these forma. 

INSTRUCTIONS 

FHA FTERM 2767 - SECTION I -• FORECLOSURE OR ACQUISITION COSTS 

Provision Is made In certain Sections of the National Housing Act for the Inclusion in debentures, 
under certain specified conditions, of all or a portion of the foreclosure costs actually paid by the 
mortgagee. Foreclosure costs not Included in debentures are included In the Certificate of Claim. 
Since the mortgagee will ordinarily not bo in possession of sufficient Information to make the com- 
putation as to the amount, If any, includable In debentures on aocoimt of foreclosure costs, this 
computation will bo made by the FHA and the maximum allowable amount will bo Included In debentures 
without any necessity of making a claim therefor. 

A. Enter the total of all costs (except attorney's fees) which wore necessary to vest 
title to and possession of the property In the mortgagee. Cost of title evidence 
furnished the Comnlsslonor should NOT be shown In this Section but should bo included 
In Section III - A os a part of the conveyance costs. (If a group submission, trans- 
fer totals from Coltunn i of Schedule B. ) 

D. Enter the attorney' s fees actually paid in connection with foreclosure or acquisition 
of title otherwise. Do not Include attorney's fees paid In connection with transfer of 
title to the Commissioner. (If a group submission, transfer total from Column 2 of 
Schedule B. ) 

ORIGINAL OR PHOTO COPIED RECEIPTS UU8T BE SUDNITTED FOR ALL COSTS AND FEES AND AN ITEMIZATION OF THE 
COSTS MOST ALSO BE SUBMITTED. 

FHA FORM 2767 - SECTION II - DEBENTURES 

A. The date to be shown Is the due date of the last monthly payment which was completely made 
(even though made In installments) before the Institution of foreclosure proceedings or be- 
fore acquisition of title otherwise. The amount to be shown is the unpaid principal of the 
mortgage after crediting that payment. (If a group submission, transfer total from Column 
6 of Schedule B and show in the space provided for date in FHA Form 2767, the word "various*) 
the date called for In Column 7 of .Schedule B must be Inserted In each Instance,) 
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EXHIBIT 14 — Continued 


- 2 - 

fl, The dlabui-aementB to be shown, If any, are those made either from the mortgagee's Ainds or 
from escrow funds after the date discussed in A next above. {If a group submission, transfer 
totals from Columns 0, 16 and 18 of Schedule B. ) 

Item 2 may Include taxes, ground rents, special assessments and water rates which were 
liens 'prior to the mortgage, and must exclude any special assessments which were lions 
prior to insurance, if not noted In the application therefor. 

Include In Item 3 payment on account of fire and extended coverage Insurance premium but 
DO NOT Include payments relating to other typos of insurance such as liability, burglary, 
vandalism, malicious mischief, etc. Expenditures In connection with theso excluded Items 
should be shown under Item B of Section III - Certificate of Claim. 

ORIGINAL OR PHOTO COPIED RECEIPTED INVOICES OR TAX BILLS MOST BE SUBMITTED IN SUPPORT OF AMOUNTS SHObN 
IN ITEMS 2 AND 3. 

Deductions 

C. Enter under the column headed "Monthly Rate", the amounts of escrow deposits which were 
supposed to be currently collected each month from the mortgagor. Under the column headed 
•Balance" enter the balances In each escrow account which were on deposit as of the due 

date of the last complete installment {see Item A of Section II above of theso instructions), 

Do not take Into account any funds paid out subsequent to due date of last Installmont 
paid, since such disbursements will be entered In Item B of Section II. (If a group 
subaltsloii, enter the totals of Columns 2, 4 and 6 of Schedule C - Columns 1, 3 and 6 
relating to monthly rates need not be transferred.) 

SPECIAL NOTE! The escrow balances shown roust be the balances on hand after crediting any delinquent in- 
stallment payments received prior to institution of foreclosure proceedings, excluding from the 
calculation any disbursements subsequent to the due date of the last installment paid. As on exomplo, 
suppose a case In which deposits for taxes at the rate of $12.50 per month totaled $137.60 aftor 
the January 1 installment was paid. The February 1 Installment was not paid until July 10, but, 
in the meantime, on February 16 taxes in the amount of $143.00 were paid, $137.60 out of escrow f^inda 
and $6.50 as an advance. In reporting the escrow deposits for taxes as at February 1, $160.00 must 
be shown. The figure $143.00 also would be shown* under Item B 2 of this Section. 

D. Obtain this amount from Column 17 of Schedule A (FUA Form 2767a) , Summary of Rental 
Accounting, See instructions hereinafter included for the preparation of Schedule A. 

E. List In the spaces provided, giving dates, any other receipts, Including, but not 
limited to, 

1. Any partial payments on account of the mortgage which were received 
Pflor to the institution of foreclosure proceedings, or acquisition 
of the property otherwise, but not credited as a full Installment. 

2, Any amounts received after the institution of foreclosure proceedings, 
or acquisition of the property otherwise, Including unearned premiums 
received or due as a result of the cancellation of hazard Insurance 
policies. (If no return premiums are due from cancelled hazard Insur- 
ance policies, BO state.) 

(If a group submission, the amounts for items 1 and 2 should be transferred from Columns 
7, 8 and 0 of Schedule C.) 
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EXHIBIT 14 — Continued 


- 3 - 

F. As dlsciissod In thoso Instructions as they pertain to Section 1, the portion of foreclosure 
or acquisition costs allowable In debentures will be calculated by the FHA and added 
to the claim. 

FIIA TORM 2767 - SECTION III - CERTIFICATE OF CLAIM 

A. Conveyance costs to be shoim are those costs Incident to trajisfer of title to the 
Commissioner. Conveyance costs may Include the cost of furnishing title evidence 
to the Commissioner^ revenue stamps, the cost of recording the deed to the Coa- 
mlssloner, etc. THESE COSTS MUST BE ITEMIZED AND OIIIGINAL OH PHOTO COPIED HECEIPTS 
FURNISHED. (If a group submisalon, transfer total from Column 13 of Schedule C. ) 

B. There may bo entered here the total of any other amounts due under the mortgage, but not 
Included In tha application for debentures. Examples are cx))enditurc8 for liability 
Insurance, special assessments and water rates not allowable In debentures. Also, 

the total, If any, of Column 18 should be transferred from Schedule A (FHA Form 
2767a). RECEIPTS MUST BE FURNISHED IN SUPPORT OF EXPE^^DITURES SHOWN IN COLUMNS 12 
THROUGH 16 IN SCHEDULE A (FHA FORM 2767a). (If a group submission, also transfer 
any totals from Columns 14, 16 and 10 of Schedule C. ) 

C< This item may be left blank as calculations will be made by the FRA. 

D. As discussed In these Instructions as they pertain to Section I, the portion of 

foreclosure or acquisition costs allowable in Certificate of Claim will be oalculatod 
by the FHA and added to the Certificate of Claim. 

Complete the form by showing the nose of the institution to which settlement Is to be made 
exactly as that name Is to be shown In the debentures. 

FHA FORM 2707a - SCHEDULE A - SUMMARY OF RENTAL ACCOUNTING 

This form must be completed and submitted In all cases whore the property (or properties) was occupied 
(whether or not rental collections were made) and In all other cases where expenditures wore made on 
the property* The form Is to cover the period from the Institution of foreclosure or acquisition 
of the property otherwise to the date the Commissioner accepted title. If a group submisalon is In- 
volved, the oases should be listed In numerical order. 

In preparing SOtedule A, please bear in mind that the gross potential rent for each unit must be ac- 
counted for either by showing a tenant in occupancy or by showing the unit vacant} also, that the data 
is shown to be In such manner as to reconcile the amounts that were due from each tenant or former 
tenant and that the net income for each Insured case may be determined. 

The following Instructions are applicable to particular columns of Schedule A (FHA Form 2767a)! 

Column a In the case of single-family properties, this Column need not be completed. In all other 
oases Information must be furnished separately for each apartment or unit, and such 
apartment or unit should be identified in this Column. 

Column 5 If the rental rate was changed during a tenant's occupancy, show the orlglnol rate in 
Column 6 and the period during which that rate was In effect In Columns 7 and 9* Ther 
show the new rate In Column 6 and the period during which It was in effect In Column “i 
and Columns 8 or 9, whichever Is applicable. 

Column 0 Show the date through which the tenant's rent wae paid by calculating rent at the rat< 
or rates shown In Column S against the total rental paid as shown In Column 6. 
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EXHIBIT 14 -- Continued 


- 4 - 


Column 10 


This colunn l6 to be used to report the ainount of rents in arrears, if any. It should 
show an amount equal to the daily rental rate multiplied by the number of days from the 
date shown in Column 9 to the date shown in Column 8, or the date the property was ac- 
cepted by the Conmlssloner. 


If any amount Is shown in Column 10, show in Column 11 the period for which rent is due 
and forward an assignment of the right to collect such rent. 


Columns 12 
thru IS 


Ady expense Incurred in handling the property during the period will be shown In these 
columns except taxes, water rates which may become liens against the property, and 
hazard Insurance, These excepted expenditures should be shown In Item B - Section 11 

of FHA Form 3767. 


note: When the properties tendered are being operated as a project, caro should be 
exorcised to Identify those expenses directly chargeable to a specific case although 
general expenses may be prorated to the various oases. In general, these oxponaos 
should be prorated equally among the number of properties in connection with which the 
expense is incurred. For example, such general expenses as advertising for tenants, 
public liability Insurance, etc., will be prorated to all properties In the project, 
while the salary of a Janitor hired to maintain only rented properties will he 
prorated only to rented properties. 


receipts or photo copies thereof to support all expenditures shown must be SUBUITTIO) 

WITH SCHEDULE A. The receipts should be identified by the FHA case numbers. If 
the expense shown on the receipt applies to more than one case the respective cases 
and amounts applicable should be Indicated thereon. 




General Information 

Debentures are issued in denominations of *60, $100, $600, $1,000, $6,000 and $10,000. UnJoss stipulated 
otherwise the largest possible denominations will be Issued in sottlementi any odd amounts ore paid 
by chock. 

Debentures are dated as of the institution of foreclosure proceedings or acquisition of the property 
otherwise. Debenture interest is paid seal- annual 1 y each January 1 and July 1. Interest accrued 
for the period from the date of debentures to the January 1 or July 1 prior to Issuance will bo for- 
warded within 15 days following the date of issuance. 
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FHA Fora No. 2770 


EXHIBIT 14-A 


CHECK SHEET FOR USE IN FILING CLAIM FOR DEBENTURES 
CONVEYANCE OF HOME MORTGAGE PROPERTY 


The detailed Instructions should be followed in preparing your claim and this check sheet is desire 
to serve only as a guide to mortgagees in properly submitting the supporting data in connection with 
a claim for debentures on FHA Form 2767. The Federal Housing Administration is anxious to settle a 
claims for debentures as soon as possible, and every effort is made to do so. You can p n e 

prompt settlement of your claim by being certain that all foms are properly completed, and the 
ledger records and all supporting paid receipts are furnished. If the submission is Incomplete, it 
will require correspondence and will result in a delay in the Issuance of debentures. If the questione 
listed below con be answered in the affirmative, it will aid in the expeditious settlement of your 

claim. The use of this form is optional with the mortgagee. „ 

Has a photo copy or a transcript of the mortgage ledger record been furnished? This will 

materially aid in the prompt issuance of debentures. 


□ 


□ 


□ 


Section I — Foreclosure or Acquisition Costs 

Have paid receipts been submitted for foreclosure costs, attorney's fees, etc.? Have 
these costs been itemized? Where the costs of revenue stomps are not supported by paid 
receipts, has the amount thereof been Included in the Iteaizatlou? 

Conveyance costs should be Included under Section III - A. Have they been exclud ed from 
this Section? Items not allowable os foreclosure and acquisition costs are as follows? 

(a) Cost of conveying title to the Commissioner, including recording the deed and 

revenue stamps on the deed to the Commissioner. 

(b) Cost of title evidence furnished the Commissioner, Including the cost of 

evidence showing title in the mortgagee. 

Section II — Debentures 

X I I this the date the payment was due, and does It represent unpaid principal of the mortgag 
only? Has any partial payment been excluded in determining the unpaid balance? (Any amount 
less than a complete monthly payment should be shown in item E. ) 

[ j Are these disbursements all of the payments made from either escrow or the mortgagee's fund 
— after the ^ date of the lost principal payment? 

Have paid receipts been furnished for all payments mode (either from escrow or advanced by 
you) after the due date of the last complete installment, covering taxes and hazard Insuran* 

C LZI Are the balances of escrow accounts the balances after receipt of the last cosplete Install 
ment but not reduced by any disbursements shown in II B of the fora? 

D I I Has Schedule A been completed in all details and an assignment of unpaid rents (as of the 
^ date of conveyance) been furnished the Commissioner? Have paid receipts been furnished 

covering all repairs, etc. ? 

jj j j Has the full amount of return premium from canceled hazard Insurance policies been shown? 
Are all partial payments Included in this Item? 

Section 111 — Certificate of Claim 

A I i Does this Include all conveyance costs? Have itemized receipts been attached covering all 
— ^ these disbursements? Have all items been itemized? Where the cost of revenue stamps on 
the deed to the FHA Commissioner are not supported by receipts, has the amount thereof beei 
Included in the itemization? 

B CH Have paid receipts been furnished for all disbursements shown? „ 


□ 
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EXHIBIT 15 


CHART OF Dl'^BENTURES 


'I'lTLK 1-SKCTIOX K 
'I'UIp I -l[ntisiiiR Insiinmcu Kund 


EfToctIvo date 

I Jit crest 
rain (i)ei’- 
CUJlt) 

Date of (lehnnlmi'S 

Malnrlty date 

Itedemptlon 
proves Iona 

't’aji pro- 
visions 

Delwti- 

tino 

seti(‘.s 


m\ 

Date foreolostiio [)roti.'e(i Ini’s 

3 years after July 1 followtni; 

Callable July 1 or 

(’) 

!, 

Mortgiiices endorsed prior to Mar. ‘i3, 11), W j 

MortsflRes endorsed on or after Mar, 23, 1953 

i 

25^1 

insltluled or nrojierty ollu'r- 
wise actiulied ny nioi inaiiee. 

rio . . 

maturity date of n>ort!:a(!c on 
pio|)eity in exeliant’e for 
whtoli (iel)entiires were Is- 
sued, 

do 

Jan, 1 on 3 
months* notice. 

do 

(») 

n 

nnd prior to July 8, I9M. 

MortKiiBes endorsed on or iitler July 8, 19.53 
and pursnnnt to comm It men ts is.sucd prior to 
May 2U, 10.54. 

MorfKHKe.s endorsed pnrsitnnt to commitments 

3 ‘ 

.do 

(io 

do 

(S) 

i 'r 

2H. 



1 ‘i" 

do 


i 

K 

Issued on or after ftlay 20, 10.54. 

— 


1 

— 

— 



Mutual MoftgiiRi' liisuranca Futui 


EtTccllvo date 

Inlere.st 
rale (per- 
cent) 

Dale of didien lures 

Afaturlty date 

ilodomption 

provisions 

Tax |)io- 
vlsion.s 

Deben- 

ture 

sitrfes (5) 

Coinmlt-ments Issued to Feb. l-l, 1938 

3 

Dale foreclosure proei’edings In- 

3 yours after July l following nia- 

None all able 

(') 

A 

Commitments Issued Fcl). 15, 1038, to F'e!). 28 


slilulerl or looperty otlierwlse 
aciiuli'Od by mortgagee, 

do 

tnrity date of niortgage on 
pro|ierty In exchange for witleli 
debentures were issuisl, 

do 

Callable July 1 or 

(2) 

n 

1041. 

Applicnllons received after Mar. 1, 1941, and 


do 

do 

Jan. I on 3 
ntonlli.s' notice. 
tie 


(K) A A 

prior to May l.l, 10.50, 

AupllculUins received on nr afler May 15, 10.50, 

2^ 

do 

do 

do 

(>) 

(K) AA 

and endorsed prior to Mar, 23, 19,53. 

MortftiiBea eiidoracd on or after Mar, 23, 1053, 

2^ 

do 

do -- 

do 

(’) 

(F) A A 

and prior to July 8, 10.53. 

MortRnRc.s Pinlof.sed on or nfter July 8, 10.53, and 

3 

(io 

do 

do 

(’) 

(tl) A A 

pnr.’niuiil to commitnicnt.s issued prior to 
May 20, 19.54. 

CoiiimJtinetits Isstied on or after May 20, 1954, 

m 

do. 



do 

(») 

(K) AA 

and (trior to Aiii;. 2, 10.54. 

2M 



, do 

{=) 

(K) A A 

and itrlor to Seitt. 1, 1954. 

Cominittnents Issued on or after 8ept, i, 19.54, 


do.. 

do 

do - 

F) 

(K) A A 

and endortted prior to Jan. 1, 1955, 
Commltnienls isstied on or after *Sept, 1, 19.54, 


do 

do 

ilo 

(’) 

A A 

and enclor.sed on or after Jan, 1, 105,5, and prior 
to July 1, 10,5.5. 

Commitments Issued on or after .\ita, 2, 10,51, 


do 

do 

do 

(•’) 

A A 

and entloriied on or after July 1, 10,55, and (trior 
to July 1, lOSfl. 

Coin mi linen Is issued on or afler Aiiir. 2, 1054, 
and ciidoised on or after July 1, 1050, ainl (trior 
to Jail. 1, 10.57. 

MortpuEes emlcir.st’tl on or after Jnti, I, 10.57 

3 

do 

do 

do 

(n 

AA 

m 

do 

do 

do 

<i). 

AA 


’i' IT L li' TPs K(r n on' ao7 ’ 

lloiisiiip! Iiislirmm' Fund 


FJfTectlve date 

lnlcrc.st 
rate (fter- 
ceiit) 

Dale of debentures 

MaLitrily date 

lledctnitllon 
(iro visions 

'I'ax (iro- 
vlHloits 

1 >eben- 
luro 

series (5) 

Commltineiits Issued to Feb. 14, 1038 

3 

Date foreclosure (iroceedings 

3 ycar.s after July 1 following 

Noncallaltle 

(1) 

A 

C onini Itinciils issued Felt, 1.5, 1038, to Felt, 28, 

2^ 

iiistitnted or jiroperty otlier- 
wise nctpilred by morigiigee. 

Date mortgage assigned to 

maturity date of niortgago on 
property In exchanga for 
which debeirtures were Issued 

It Ksued (trior to Sept. 1, 1051. 
2(1 years after date If Issued on 
or after .Sept, 1, 1051, 10 yoar.s 
afler date if Issued on or after 
July 1, 10.53, 

do 

Callable July 1 

(2) 

D 

1041. i 

Commltnienls Issued Mar, 1, lOfl, and (trior to 

2M 

Commissioner or date fore- 
closure proeecdlng.s instituted 
or property otlterwlse ae- 
tiulred Ity mortgagee, 

do 

do 

or Jan, 1 on 3 
months' notice. 

do 

i C) 

(F) TIB 

Apr. 20, 1950, 





(>) 

(M) BB 

Commitments Issued on nr after Aiir. 20, 1050, 


Date of default 


do 

and emlorscd (irior to Mar, 23, 1063, 



20 years after date It is,s(ied on 

do 

(») 

(F) BB 

Mortgiiccs endorsed on or after Mar. 23, 1053, 

25< 

do 

and imrsiuirtt to connnilinonts Issued prior to 
May 20, 1054. 

Cominitments issued on or after May 20, 10.54, 

2^ 

do... 

or after Setit. 1, 1051, 10 years 
after date It Issued on or after 
July 1, 10.53, 

10 years 

do 

0) 

(M) BB 

and prior to Aug. 2, )0,54. 

Commitments i.s.siK>d on or after Aug, 2, 1054, 

2h: 

do 

20 years 

do 1 

0) 

(M) BB 

anti ciklorsed (irtorto Jan, 1, 19.55, 



do — 

0) 

BB 

Mortgages endorsed on or after Jan, 1, 1955, and 


do 

do 

[trior (0 July 1, 19.56, 

^Iortgnge,5 eiidoised on or after July 1, 10.55, and 



do 

0) 

BB 

2H 

do 

do 

(trior to July 1, 105(1, 




do 

0) 

BB 

Mortgages endorsed on or after July 1, 19.58, and 

3 

do 

do 

irrior to Jan. 1, 1957. 

Afortgogesonclorstul on or after Jan, l, 1057 




do 

0) 

BB 

3K 




For footnote’s see jk os, 
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CHART OF DEBENTURES— Contimied 

TITLE II— SECTION 213 
Housing Insiinmce Fund 


{Individual Morloaoes) 


miectlve date 

Interest 
rate (per- 
cent) 

Date of (lobeiiLurcs 

Maturity dale 

Itedemptlon 

lirovlstons 

'Fax pro- 
visions 

Doben- 

tiiro 

sci'le.s (6) 

Mortgages endorsed prior to Mar. 23, 10.53 

2J.^ 

Date lore closure proceedings 
Instituted or property other- 
wise aerjuired by mortgagee. 

20 years after date 

Callable July 1 
or Jan, 1 on 3 
inontbs' notice. 

P) 

(Q) Bn 

Mortgages ondor.sed on or after Mar. 23, 1053, 
and prior to July a, 10.53. 

i m 

do 

do 

do 

P) 

(S) Tin 

Mortgiige.s endorsed on or after July H, 1053, and 
pursuant to eonunitincnts Issued irilor to May 
20, 1054. 

Commitments Issued on or after May 21), 1051, 
and prior to Sept, i, 1054, 

3 

do 

do 

do 

P) 

(V) nn 


do 

<lo 

do 

P) 

(S) 111! 

Commltment.s Issued on or after Sept, I, 1054, 
and endorsed trrior to Jan. 1, 10,55. 

2H 

do 

do 

do 

P) 

(Q) Bn 

Commltmonts is.suetl on or after SeiJt, 1, 10.54, 
and endorsed on nr after Jan. 1. 1055, and irrlor 
to July 1, 10,55, 

2H 

do 

do 

do 1 

P) 

nil 

Commitments issued on or after May 21), 10.51, 
and endorsed on or after July 1, 10,55, uiul prior 
toJidy 1, 10.56. 

214 



do 

do 

P) 

nn 

Mortgoge.s emlor.sei! on or after July 1, lOSii, and 
prior to Jan. 1, 10,57. 

\ 

- 

do — 

do 

P) 

nil 

Mortgages endorsed on or after Jan. 1, 10.57 

1 3K 


do 

do 

P) 

nil 


iProjeet Mortgages) 


EfTectivo date 

Inlorest 
rate (per- 
cent) 

Date of (ietioiUures 

Maturity date 

Redemption 

provisions 

'J’ax pro- 
visions 

Debon- 

tnro 

series (6) 

Mortgage.s endorsed prior to Mar. 23, 10,53 

2].i 

Dale of default 

20 years after date If Issued prior 
to July 1, 1053, 10 years after 
date if Issiieil on or after July 

1, 10.53, 

Callable July 1 
nr Jan. 1 on 3 
months' notice. 

P) 

(Q) bh 

Mortgage.s endorsed on or after Mar, 23, 10.53, i 
ami imrsuant to coininitineius is.sued prior to ‘ 
May 2i), 1054. 


- do 

do 

do 

P) 

(S) nil 

Commitments issued on or after May 20, 11)54, 
and ])rlor to Aug. 2, 19.54. 

214 

do 

do 

do.. 

P) 

(Q) BB 

Commitments is.sued on or after Aug. 2, 1054, 
ami endorsed prior to Jan. I, 1055, 

Mortgages endorsed on or after Jan. 1, 1055, and 
prior to July 1, 10.55, 

214 

do 

2(1 years 

do ' 

P) 

(Q) BH 

2H 

do 

-do 

do. 

P) 

1111 

Mortgages endorsed on or after July 1, 1055, and 
])rior (o J uly 1 , 1956. 

214 

do 

<lo 

{Ift 

P) 

Tin 

Mortgages eiidor.sed on or after July 1, 19.50, and 
prior to Jan, 1, 19,57. 

Mortgages endorsed oa or after Jan. 1, 1057 

3 

do 



<lo 

P) 

nil 

3K 


do 

do 

P) 

nil 


'ITTLIS II-SECTION 220 
Sc'ctloii 220 Housing Insurance Fund 
MoTigages) 


KfTccIivc data 


Ooininltiiionts issued on or tifter Oet, Ifl, 1054, 
ondorswl prior to Jan. 1, 11)55, 

Mortgages endorsed on or after Jan, 1, 1055, and 
prior to July 1, 1055. 

Morlgnge.s endorsed on or after July 1, 1056, and 
jirior to 3 uly 1 , 1050. 

Mortgages ondoivsed on or after .Tidy 1, 1050, and 
prior to Jan. 1, 10,57. 

Mortgages endorsed on or after Jan. 1, 1067 


Interest 
rate (per- 
cent) 

Date of debentures 

Maturity date 

Redemption 

provisions 

Tax pro- 
visions 

Doboii- 

tiiro 

scries 

214 

Date foreclosure proceedings In- 
stituted or luoperty otherwise 
aconlrod by mortgagee. 

20 year.s after <lale 

Callable July 1 
or Jail, ! on 3 
months’ notice. 

P) 

CO 

2 % 

do 

do 

do 

P) 


2 % 

do 

do 

do 

P) 


3 

do 

do 

do 

P) 



do 

do 

do 

P) 



(Project Mortgages) 



RcdoiiipUon 

provisions 

Tax pro- 
visions 

Dohen- 

turo 

series 

Callable July 1 

P) 

CO 

or Jan. l on 3 
months’ notice, 
do - 

P) 

OG 

do 

0 

CO 

do 

P) 

CO 

do 

P) 

OO 


For footnotes see p. (16, 
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CHAKT OF DEBENTURES— Continued 

'I'lTLR II-SECTION 221 
Sijetion 221 Hoiisiiif! Insiiraticc Fiitid 
(IttdMdml Mortgages) 


mrcictlve iliite 


mil’ll >*fter Oct. 15, 1054, 
iiul cndnr.scd prior to Jan. I, 1055, 

or -ri”'- 1. 1955, and 

irior to July l, 1055. 

or after July l, 105.5, and 

irlor to July 1 , lOsO. 

Ill „ "‘’“‘■seel on or after July 1, 19.5(1, and 

)n 01- to Jan. 1, 1057. 

JftRaRcs endorsed on ov after Jan. 1, 1957 

"^^rtKagc! Insured iiiuler tills section is 
hX. 1 rlctmilt at oxplrntlon of 20 year.s from 
II endorsement, the inortgaRce has 

assign the inoilgape to the 
^ Dili miss loner in cxelmiige for debon tares. 


Effective date 


nil iltm cuts Issued on or after Oct, 15, 10, 
ad eiiclor.seil prior to Jan. 3, 1955. 

rlEUKes ondorsed on or after Jiiti, l, 19,55. and 
rior to July 1, 1955. 

i taRe.s iJiKiorsed on or after July 1 , 1955, and 
rlor to July 1, |05« 

rlgaKt's enrlorsed on or after July 1, 1956, and 

rior to Jnn. 1 , 1957. 

i tfiiiBos ciitiorsed on or nftcr Jnn. 1, 19.57 
ny mortEago insured under this section Is 
H In do fault at tlic expiration of 20 years 
Din tile date of cnclorsciuciit, the morlciiEcu 
IS ttii! oniloti to assign the iiiorlgage to tho 
ornmlssfoiicr In excliaiige for debentures. 


Interest 
rale (jier- 
eent) 

Date of dcheiitures 

Afaliirlty dato 

1 Itedernptinn 
provisions 

I Ta.\ prii- 

j visions 

1 Doben- 
liiro 
series 

2H 

Date foreclosure proceedings 
instituted or property other- 
wise aeriiiired by mortgagee. 
do 

20 yuars iiiicr tiato 

<lo 

Callable July 1 
or Jan. 1 on ,3 
mnnth.s' notice. 

(’) 

DD 

2H 




(“) 

01) 

3 


do 


(’) 

DI) 

m 

(0 

<lo 

Date of assignment 

do 

16 years after dato 

...do 

do 

(*) 

(5) 

(’) 

DD 

DD 

DI) 

[Project Afort pages) 


Interest 
rate (per- 
coin) 

Date of dohentnres 

Maturity date 



Iledomplioti 

provisions 

Tax pro- 
visions 

Deben- 

ture 

series 

2J^ 

Date of default 

do 

20 yours ixiU^r dalo-.-* 

do 

Callable July l 
or Jan. I on 3 
months' notice. 

(’) 

DD 

2li 




(^) 

DD 

3 


do 


(’) 1 

DI) 





(») 1 

1)1 ) 

(‘) 

Dale of assignment 

10 years afterdate 


(*) 1 

1)1.) 








TITLE 1I~S]5CTI0N 222 
Servicemon’s Mortgage Insuranco Fund 


Rffectlvc dato 


iiniluicnts Issued on or after Nov. 6, ]0.5'l, 
d ciiilorscti prior to Jan, 1, 1056, 

tgaRCS endorsed on or after Jan. I, 1955, and 
lor to July 1, 1065. 

tgnges endorsed on or after July 1, 10.55, and 
ior to July 1, 1956. 

tRftprcs endorsed on or after July 1, 10£C, and 
lor to Jon. I, 10.57. 

tgnecs endorsed oner after Jan, 1 , 1957 


Date of debentures 

Maturity dato 

Itodomptlon 

provisions 

Dato foreclosure proceedings 
institiitod or property other- 
wise acquired by mortgagee. 

do 

20 years after dato 

(io„ - 

Callable July 1 
or Jnn. 1 on 3 
montbs’ notlco. 

do 

do._ 


do 




do 

do 


Tax pro- Doben- 
visions taro 


TITLE VI-SECTION 003 
War Housing Insurance Fund 


EIToctivc dato 


inllnients Issued Afnr. 28, 19.11, (o May 25, 


inltinents. Issued on or after May 26, 1942 
5 nK«s endorsed on or after July 8, 1053, and’ 
siiant to eommltraents Issued prior to 
y so, 1054. 

nttincnts Issued on or after May 29, 1954 ... 
or footnotes sec p. 65. 


Interest 
ra te (per- 
cent) 


Dato of dobcuturcs 


Maturity dato 


Itcdemptlon Tax pro- Dobon- 
provlslons visions ture 
senes 




acfiulred by mortgagee, 


lunty (late of mortgage on Jnn, 1 on 3 
property In oxeliange for which months’ notice, 
debenlures were Issued or 
mortgagee may elect to take 
bei'les H. 

10 years after date ;(Io. 

— do... 


m do. 
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CHART OF DEBENTURES-Continued 

TITLE VI-SECTION G 08 


Wnr Housing Insiimneo I'lnul 


Effectlvo dato 

Interest 
rate (per- 
cent) 

Date ot debentures 

Maturity date 

Redemption 

provisions 

Tax pro- 
visions 

Deben- 

ture 

Mortgages endorsed prior to Julv 8. iflsa 

2^ 

Date of default 


Callable July i or 
Jan. 1 on 3 
montlis’ notice. 



Mortgages endorsed on or after July 8, lOM and 
20 ^^ 1054 *^ commitments Issued prior to May 

Oomm Ilmen ts issued on or utter Miiy 29 , lOSl 


do 

do 

(») 

ir 

1'A 

do 

do 

do 

{*) 

<*) 

W 

II 



TITLE VI-SECTTON 

Oil 





War Housing Insurnncc Fund 
(Individual Morlgat/ea) 


Efleetlvc date 

Interest 
rate (per- 
cent) 

Date of dobenture.s 

Maturity date 

Redemption 

provisions 

Tax pro- 
visions 

Debcii- 

lure 

Mortgages endorsed prior to July 8 , 1053 


procnedliigs 
Instituted or property otlier- 
wise acquired by mortgagee. 

10 years lifter dote 


0 

H 

Mortguge.s endor.5ed on or after July 8, 1053 , nnd 
2 M 054 ’^ prior to May 

Conimitnients issued on or after May 20, 1054 

2K 


or Jan. I on 3 
montlis' notice. 

VA 


do 

do 

(») 

0 

W 

II 


(Project Morlgagci) 


E/Tcctlvc date 

Interest 
into (per- 
cent) 

Dato of deliontiiros 

Maturity date 

Redemption 

provisions 

'J'ax pro- 
visions 

Debun- 

turo 

Mortgages cniiorsed prior to July 8, 1053 

2H 

Date of default-- 


— 



Mortgages endorsed on or after July 8 , 19,53 nnd 
29 ' 7 oi 5 T^ commitments issued prior to May 

Cominitnionts Issued on or after May 20 , 1054 

— — . . 




Callable July l 
or Jan, 1 on 3 
months' notice. 

0 

H 

2H 

do 

do 

do 

P) 

(») 

W 

ir 


TITLE VII 


- Housing Investment Insurance Fund 

Kflectlvo date 

Interest 
rate (per- 
cent) 

Date of debentures 

Maturity date 

Hedcmntlon 

provisions 

Tax pro- 
visions 

Doben- 

turc 

scries 

None applicable 

For footnotes see p. 05 . 

2 H 

First day of operating year In 
wblcti project was acquired 
by the Oommisaloiicr. 

July 1 of the 20 tli year following 
dale of Issuance, 

Callable July 1 
or Jan. 1 on 3 
months’ notice. 






413044 0—57 3 
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CHART OF DEBENTURES— Continued 

TITLE VI 11— SECTION 803 
Armed Services Housing Mortgage Insurance Kuiul 


EIToetIvc dale 


Corfgogcs end orsed prior to July g, 1953. 


Interest 
rale (per- 
cent) 


Date of debentures 


Maturity <iato 


Itcdeinptioii 

Jirovlsions 


•lortgaBcs endorsed on or after July s, 1053 and 
commitments Issued prior to May 

niul prior to Aug. 2, 105 -L iwoi, 

ommit 111 cuts Issued on or after Aug 2 1954 
and endorsed prior to Jnn. 1, 1055 . ’ ' 

ss jSs^rK" " 

fortgages endorsed on or after Jnn, 1, 1957. 


2J-6 Date of default 10 y 

do.... 


,’.ws after dale Cnllulde July l 

or Jan. I on 3 

,i„ inoiitti.s' notice, 

' do 


20 years after date do 

‘'0 do. 

do., 

- do.. 

<lo 


TITLE Vm— SECTION 809 
Armed Services Housing Mortgage litsuraneo Eumi 


Eficetivo date 


ortgages endorsed prlo^r to July 1, 1050. 


Interest 
rate (per- 
cent) 


Date of debentures 


Maturity date 


lledemption 

provisions 


?r'lR jS' '■ 

ortgngcs endorsed on or after Jan. l, 1957 


2 % Date foreclosure proceedings In- 
stituted or property otherwise 
acrmlrcd by mortgagee. 

3 do 


Callable July 1 

or Jan. I on 3 

rin inoutlis’ notice. 

do 


TITLE IX-SRCTION 903 
National Defense Housing Insurance Fund 


Effeettvo date 


trtgages endorsed prior to July 8, 1953. 


Interest 
I'nto (per- 
cent) 


'I’ax pro- 
vlsimis 

Dohon- 

tiirc 

series (5) 

(’) 

(N) FF 

- (») 

(X) FP 

(») 

(N) FF 

(») 

(N) FF 

(>) 

FF 

(») 

FF 

(^) 

FF 

(S) 

FF 


Tax pro- 
visions 

Dehon- 

turo 

scries 

' (3) 

FF 

(«) 

FF 

(>) 

FF 



Date of debentures 


Maturity date 


rtgagos endorsed on or after July 8, 1063 nnd 

Issued prior to May 

"dSX^AuS 1954'' 

tor^fo Julyriosf *' m»l 

fffo jStl&r '*'■ 

fcjam rm7.’’ and 

tgages endorsed on or after Jan, 1, 1057 


EtToctIvo date 


tenges endorsed prior to July a, IG63. 


2]4 Date foreclosure proceedings In- 10 years after date 
stituted or property otherwise 


flcfiulred by mortgagee 
...do 


Hedomptlon 

provisions 


Callable July l 
or Jan. I on 3 


Dehen- 

turo 

series (5) 


do months' notice. 

do 


-do 



-do 

20 years after date,. 


-do 



.do I 



■do 




.do I 




KT IX-SECTION 908 

National Defense ITou.slng Insurance Fund 


Interest 
rate (per- 
cent) 


Date of tlcbontnrcs 


Maturity date 


Hcdomptlon 

provisions 


2tij Date of Default 10 


Dolien- 

turo 

scries (5) 


gages endorsed on or after July 8, 1053 and 
y"2olSo64 Issued prior to 

l"prto“toAMg“2, 

’cnSgl'SfftoJan’:^ 

fr to®Ju"J"®|96r 

ffoW Ws?.” •- 1050, nnd 

[ages endorsed on or after Jan, 1, 1957... 


years after date Callable July 1 

or Jnn, 1 on 3 

do months' notice. 

do 


20 years after date 

do , 

do. 

do 

do. 

do , 

do 


Federal, State rand loci taxes as thT W^g^l^ 

ppliiiilispss^ 

K.“?"J".“"'.«nts Imtg prior lo 81,«S a! o ft" IssJK S?. ■'nranMImi of Fclornl l„ o,om„u„„ 


^....».™«,.„r,.r.,'S:«E??(S or LTifKiy: 


Form PD 1009 EXHIBIT l6 

muvrA;«.t95T CORPORATION 

OF <<F„fVSZ,S GEnSlIT 

MPOnTANT - Be sure to rol.ow t..e tustrucltous „„ tl,e Uoel. 

RESOLVE;d, That 


(THlea, or nomo* oruT 


tltlsB, ot offlcerB)' 


to assign nncTsell nr ^ T ~ f’® authorized 

env.ee d.spose of any „„d all registered United Stal secJeUi‘"“'' 

Depart.e„t nets as transfer agency now or hereafter owned by this / □ -rolla'," 

" “'■» “ ys i.. fuet wl. onrherlty la „„ to 

IT IS n’nij'T’iirrrs ^ appoint ono or mt 


, — 1 ossoolation, 

IT IS FUllTlIEB RESOLVED That . „ " 


hereby ratified. 

I HERKRY CERTirv 1.1 f 

.Wtheforegol„gia„tr„eeopy„f„„seln.lo„adep.eda.„ 


oieoting of the 


held on the. 


(R«KUiBr or apeclal) " — “■ 

-» the governing body of 


day of 


<c=n,a,.,. 

* — — » at 


^dt^'Vnd f^talnl, te"e:““ IT: 


Onted this 


-dny of 


“"■! lhat the reselutioa was duly' 


» 19. 


i I'ELoiv COMp/eted°''**J 


<siicnBiufe irnTtiu/^r^In^ 


( the form below must 


Subscribed and 

County of 

dMoribed, whose iaeatltles^i7^;^i7i^ 

fSEAL) 


BE completed ,p the OROaNIZATION 


™era to before me, the day, nroath and year last abov 


HAS NO SEAL) 


e written, at 


— , State of 
or proved to me. 


hy the above-named 


persons as 


My commission 


(SJunaturo and deBlgnaUon of 


notary public or ilmlUr offloar) 


expires , 


66 



Foim PI) 1010 
TKKASUH Y ni:i>ARTMI<:NT 
of til* Public Debt 
(Rev. A\}g. 1()55) 


on 


EXHIBIT 17 

nESOLIJTION AUTHORIZING OFFICERS OF A CORPORATION 
AN UNINCORPORATED ASSOCIATION TO ASSIGN AND DISPOSE 
OF SPECIFIED REGISTERED SECURITIES 


IMPOIlTANT- Be sure to follow the Instructions on the bach In HHlng out this form. 


resolved. That 


(Titles, or names and titles, of ofricers) 


/is hereby authorized 
(are ‘ 


*o and diapo. a, rt. (o„o„i„„.daacrib=d r.gi.Uni 

lL_ ... / r ' I 

corporation, 


'Vhici, ,ha Trnaanry I)cpa„me„, trnnafar agency owned by thin | ^ = 

..nd for Buch purpose to appoint one or more nitoma..,, i- r... . .t.i . . ' — ^ 


-n faetwitb au.orfty in t.n .o'ap^:t‘:r'r;:::::!" 

t m Ptl •ri'rf tr T I I 


« iitfufficient addifional securities mav L lUurt ITT — — 

IT IS railTIIEn RESOLVED Th . ““ 

officefs ia hereby ratilied. ’ ° ° authorized herein previously taken by the above-listed 


held on the 


-day of 




■ » at 


(Regulnr or speoTal) 

— . the governing body of 




Dated this 


- day of 


19. 


I niaow completed? J 


(Signature and UaVSTTm^;^ 



who«e 

fSEALj 

My commission expires 


V the abovo-namod poraona as doscribod, 
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rorm PD 1014 

THF'ASURY DliPARTMENT 
Hureau of the Public Debt 
(Rev, Mny 1955) 


EXHIBIT 18 


CERTIFICATE OF INCUMBENCY OF OFFICERS 
(Corporofron or unincorporated association) 


llils forl'^ Tny Persm^who "''“‘’“''"e « certlflcato on 


The undersigned hereby certify that they are 
and 


Title 


Title 


reapectivoly, of 


Exact name of orgonlzatlon 

whose principal office is at, 


□ a corporation □ an unincorporated association 


ami that the persons named below were on 

of the offices therein as indicated ! 


Complete address ^ 

and praaenlly the duly qaallfiad and acUn„ iaoambaa.a 


NAME 


OFFICE 


Dated this 


day of 


, 19_ 


SEAL OF ORGANIZATION. 
IF NONE, HAVE THE FORM 
HELOW COMPLETED. 


Slgnatura and tuTa of officer 


Additional algnotura and tllte, If 


neoeaaary. See Inilnictlon 2 


<the form below must be completed if the oroanization 

“‘»ve writ.ea a._ 

daacribed whoaa idanlitiaa are wall known or proved to 


HAS NO SEAL) 


by the above-named persons 


as 


[SEAL] 


My commission expires 


signature of notary public or ilmllar offloar' 
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Official dealgnotlon 


XV. MUTUAL MORTGAGE INSURANCE 


Federal Housing Administration 
programs of mortgage insurance, 
1 specifically enacted by Congress, 
i programs are self-sustaining as 
ovisions of the National Housing 
A is required to pay all of its 
pcnses and losses out of its income. 
)granis, one provides a system of 
hereby homeowners having niort- 
l under Title II, Section 203 of the 
icier favorable circumstances, re- 
‘n of that part of the mortgage 
emiums paid by them which is 
in excess of the portion of such 
;d for the payment of operating 
losses. 

basic permanent mortgage insur- 
s of the Federal Housing Admini- 
: embodied in Title II of the 
ising Act which provided princl- 
insurance of mortgages on indi- 
under Section 203. Other mort- 
e programs, enacted by Congress 
t prior to World War 11, being of 
, special purpose and “extra risk” 
)een funded on a nonmutual basis, 
is an important point to keep in 
mortgagors under the nonmutual 
not aware that the mutuality 
not apply to their mortgages, 
ippointment it should be made 
mutuality provisions apply only 
insured under Section 203. The 
act under which a mortgage is 
nsurance appears in the endorse- 
in the back of the mortgage 

nony at the hearings in Congress 
one of the chief concerns of the 
original National Housing Act 


was to provide a system of mortgage insurance 
which would be self-sustaining in a field in 
which little if any criteria were available as 
to the cost of operations and the losses which 
could be anticipated. This led to the drafting 
of authority to establish premium charges 
under conditions which would eliminate any 
hesitancy to fix them at levels considered ade- 
quate under the circumstances by providing for 
the return of any unused portion in the form of 
participating shares. This resulted in the 
mutuality provision under Section 203 which 
is essentially a device to return to the mort- 
gagors that part of the premium charges found 
to be in excess of the need. 

1505. In addition to initial fees paid in con- 
nection with insuring a mortgage, under all of 
the FHA’s mortgage insurance programs the 
borrower is required to deposit monthly with 
the lender an amount of money which will put 
the lender in funds for the purpose of paying to 
the FHA the annual mortgage insurance pre- 
mium when due. This premium is calculated on 
the basis of one-half of 1 percent of the amount 
of the principal obligation of the mortgage 
outstanding at any time, without taking into 
account delinquent payments or prepayments. 
Out of these fees and premiums the FHA pays 
all of its operating-expenses and losses. The 
FHA has also repaid all the funds originally 
advanced to it by the Treasury Department to 
commence operations. It has also established 
leserves for losses in an amount estimated to be 
sufficient to meet possible losses on outstanding 
contracts of insurance in force. 

1506. In most systems of mutuality the par- 
ticipants are liable for losses sustained as well 
as profits. In establishing the FHA mutual 
moitgage insurance program, however, the 
Congress, in recognition pf the fact that there 
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1501-1506 


was no experience on which 
a«uaJity couJd be founded orotid 
mortgagee or mortgagor shnnM^f 
vested right in any credit hal • ’"“r 
ticipating Reserve Arm 

any Jiabtfity ri,irg tur Tl 

Fnnd, Section 205 o} the ^ 

the mutuaJity provisions of theSi^d harb™' 
amended from time to time ^1“"^ 
parts of Section 2ns i pertinent 

;»<! A„ Asrd«L“.nsf .?>■ «r- 

follows; quoted as 

Myf ^^‘‘^Wish as of 

ance Fund 1' In-r- 

Particinalt R ^“°tmt and a 

Reserve Account ♦ * * 

•JZ^LTs::. 

itf ~F“; 

accounting practice. ^ actuarial and 

^ '"”™" 

Fund by payment of anv Insurance 

thereunder the Comm,' tnottgage insured 
distribute to t e mor?v ”''■ ^“'hori.ed to 

ticipating Reserve 

to be equLbl. ^hall determine 

That, in no event sIiaII ^ 

share exceed rh ’ ^ ^ distributable 

nination of the insurancl ^ 

nortgage insuredifnekr Section 2oTh ifh''"’' 

iT s "V '““'7 o.; 

;“Sd iv ■k' ™»m 

»l .L “'W ‘k.ll b, 

07~t509 


nnder^he ibo^r“'^ Insurance Fun. 

divided l ^he Ac, 

plus Accoint and thTp""'- ^u. 

Account. The first of rl Reserv 

Ited semiannually ^ 17 ""Tt “ 
gate net income FeceiFefwh^'r- , " 
by sound actuaWn I o determine. 

be necesij r: « 

protect the general solvency of the Cd ‘'" Th' 
remainder is credited to thi d 
serve Account It is out of rh Re- 

that distributions ifanv ^ account 

owners of prop des "[’7 

gages are plrfuT, ' 

theieaftcr, a deficit exists with resDect *tn^^''**h 
^rtgages. The chief reasons {o7t7 Z T, 
the revenue received from the hi Ilf 1 

premiums is not sufficient to cove Z j 1 

Processing, inspecting and phcinc th 
gage on the books and rh,. , 1^^ ,‘bo mort- 

first several year^he mt o 
gage payment is the h ghest and 1 
allocations to the General SurjfusTccounT 
reserve for losses durinir rhifo ? ''' 

correspondingly greate/ Z °tf 

mortgages musHii u • ^ other words. 

o. 4, Ch„g„ Invollid 

AUc .0 p-dic, . 

able economic condition^Tt F:. 

the first 3 to 7 years. ’ happens within 

rectrruhngtnhrr is a 

of the TreafurF Revenue Service 

treatment SpanictftCs?'^'^^ 
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Adininistratioii, under rhe provisions of section 
20") [c'< of tile National Housing Act, 48 Star. 
12.46, 12 U. S. C 1711, as ainenclcd, as a result 
of his jMcpayiucnt of the mortgage, is not m- 
tome to the mortgagor until the aggregate of 
the amounts of such distributions leceived by 
him fium rile hcdei’a! Housing Adniinistiation 
has e^jualed the total of the pieniium or 
premiums paid on the Federal Housing Ad- 
ministration mortgage insurance. If the total 
(.iistrihutions received (prior to the amendment 
of June 50, 1953, 67 Stat. 121, of 12 U, S. C. 
1711, jMohibiting distributions in excess of 
piemium.s) exceed the premiums paid, such 
exce-ss is rcc|uircd to be included in the mort- 
gagoi ’s gross income for Federal income tax 
purposes. However, if the mortgagor is a 
laxpavcr who was entitled to deduct the 
premiums paid as a business expense, the total 


amount of the distributions received by the 
taxpayer is required to be included in gross 
income for Federal income tax purposes.” 

1510. The FHA calls special attention to the 
fact that if a distributive share is due, it is pay- 
able only once and that occurs at the time the 
mortgage is prepaid in full or at its maturity. 
It is not necessary for a mortgagor to make 
formal application for his share in the Mutual 
Mortgage Insurance Fund , When FHA is 
notified by the mortgagee that a mortgage has 
been paid in full, and there is a share due, the 
legal owner of the property at the time of such 
payment is automatically notified of the 
amount paylible. He is then required to exe- 
cute and submit a Mortgagor's Confirmation 
Certificate attesting to his right to receive the 
share and thereafter payment is made direct to 
him. 


1510 


u. S. GOVERNMENT PRINTING OFFICE! 10157 O— ilSO.ld 
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XII. SECONDARY MARKET 

FHA from an 

A-insured mortgage requires its retention in the 

iginating institution’s portfolio in order to realize 

principal repayments over the life of the mortgage. 

In the case of a ao-year q/^-percent mortgage with a 

range 

cash are available; The insured mortgage may be 
used as collateral for advances from othef approved 

soli SfHA be 

sold to FHA-approved institutional investors 
1202. Regulations of the Home Loan Bank Board 
provice that any FHA-approved mortgagee siibiect 

Sd'S'K. L “T i »'-» S 

reaeral Home Loan Banks on collateral consistimr 
of insured mortgages. The advance may not ex 
t 90 percent of the unpaid principal of the mort 
g. ge loan given as security and may be for as long a' 

mt on R°ar''f " ^e“«erly amorti- 


Bank System, which must be chartered institution; 

peel ~mental in 

spection will be between H of i percent and i perceni 

2-^d, an rates charged to members 0 ^ 

te^? ®™bers of the Federal Reserve Sys- 
tem aie eligible for advances on insured mortgages 

ZTzrm “■* -"™- 

sociation Th R As- 

. These channels of sale are open to all an- 

Hoved mortgagees, except that the Federal National 

Mortgage Association will not purchase from loan 

^ respondents approved as mortgagees Detailed 

mformation and forms for the tended of mortgats 

reobtaf'dT Association nTay 

in Ph'ila I I representatives located 

n Philade phia, Pennsylvania; Atlanta, Georgia; 

Chicago, Illinois; Dallas, Texas; Los Angeles, Cali- 

forma; and Seattle, Washington. 
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1201-1204 


I. FEES AND CHARGES COLLECTIBLE BY MORTGAGEES 


'' 1 • ministrati ft' policy with respect to fees and 
€€'hich the mortgagee may collect under pro- 
fs af the Administrative Rules for all sections of 
^titrryrsal Housing Act. 

lias always been the policy of this Atiministra- 
o restrict tlic charges which the mortgagee may 
t in thchclieftiiat unrestricted charges, whether 
:^y the mortgagor or other interested parties, will 
ually increase the cost of mortgage financing 
:ly or indirectly or tend to prevent decreases in 
cost vvliicli otlierwise would be possible. 

is the policy of this Administration not to ap- 
: or permit the charge or collection by the mort- 
* of a fee or commission in excess of the maxi- 


mum which it is permitted to charge the mortgagor 
under the applicable Administrative Rules regard- 
less of whether such excess fee or commission is paid 
by the builder, sponsor, broker, seller, or other in- 
terested parties, and regardless of whether such ex- 
cess is paid to the originating mortgagee or directly 
to the proposed purchaser of the mortgage as an in- 
ducement to facilitate its sale.” 

1302. Provisions of the Administrative Rules with 
respect to fees and charges .— foregoing statement 
of Administrative policy has been implemented by 
amendments to the Administrative Rules applicable 
to the insurance of mortgages on home-ownership 
type properties. 
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1301-1302 


1303. Definition of the terms '‘proposed construe- 
tion' and “existing construction .” used in the 
provisions of the Administrative Rules and the above 
certificates relating to charges and fees, the term 
“proposed construction” means any construction 
which is contemplated and which has not been be- 
gun at the date of the submission of the application 
for mortgage insurance. The term “proposed con- 


struction does not refer to contemplated repairs, 
alterations, or additions to existing construction. 

The teim existing construction” means any struc- 
ture that was completed or upon which construction 
lad begun prior to the date of the submission of the 
application for mortgage insurance. Contemplated 
repairs, alterations, or additions arc to be classified 
under existing construction. 


1305 
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^iv. miscellaneous rulings and procedures 


1 ^'|o 1 . of construction. — The beginning 

► f ■construction,” as usctl in Section 203 of the National 
'Toiisiiij^ Act aiul in the administrative rules, means 
>ouriiij;^5 footings or any work beyond the stage 
excavation. The following arc not included 
vitliiii the meaning of the term: land preparation, 
cincl clearing, grading, fdling; excavation for base- 
ment, footings, piers, or foundations; erection of tern- 
>orary forms, installation of piling under proposed 
iibstirface footings, installation of sewer, gas, and 
.vatcr pipes, or electric or other service lines from the 
treet, arul existence on the property of accessory 
such as garages or sheds not occupied as 
1 welling units or not a part of the main structure, 

1403. Occupant. — Our interpretation of this term, 
IS uscci in the Act, means one who has acquired 
lie property primarily for the use as his home and 
lot primarily for sale or rent and who has evidenced 
lie carrying out of such purpose by appropriate 
iliysical acts of possession. 

In its most simple sense, the earliest physical act 
if possession may reasonably be considered to have 
uiccurrecl at the closing of the sale to the purchaser 
^vlien title has been placed in his name and he has 
^eeii delivered possession of. the property as evi- 
Jcnced both symbolically and practically by delivery 
lyt the keys to the property. Subsequent to this oc- 
currence, there are many other acts which could be 
ronsivlercd as physical acts of possession, such as plac- 
ing pc rs onal belongings and furniture in the property, 
occupancy either by the owner, members of his fam- 
ily or the owner’s servants, or work performed for 
niaintenance and preservation of the property. It 
must be realized that a single act of possession, such 
as custody of keys or maintenance of the property, 
would not in itself establish an owner as an occupant 
if, for instance, the owner permits occupancy for 
Dther than temporary purposes thereby clearly 
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negating the presumption of his intent to occupy 
the property primarily for use as his home. 

In those cases where the mortgagee raises a ques- 
tion as to eligibility, the Director shall examine the 
specific facts in order to determine whether the occu- 
pancy requirements as defined herein are met, and if 
the question of eligibility cannot be resolved, the 
insuring office Director shall forward the facts in the 
case to the W^ashingtoii Headquarters for determina- 
tion. 

1403. General Waiver of Certain Easements, En- 
croachments, and Violations of Restrictions. Some 
mortgagees have established the practice of requc.st- 
ing special title letters from the Commissioner or 
from the local insuring office with respect to custom- 
ary easements and minor violations of building or 
use restrictions which clearly come within the rule 
of acceptability contained in 222.14 of the Regulations 
for Mutual Mortgage Insurance as follows: 

‘‘If the title and title evidence are such as to bc- 
accep table to prudent lending institutions and lead- 
ing attorneys generally in the community in which 
the property is situated, such title and title evidence 
will be satisfactory to the Commissioner and will be 
considered by him as good and merchantable.” 

In addition to the quoted assurance of title accepta- 
bility, the Commissioner has set forth in the Regula- 
tions (222.14 (^0 (1) (^0) certain specific waivers 
which, it is felt, should in most cases eliminate re- 
quests of mortgagees for special waivers of title objec- 
tions. Notwithstanding the various assurances con- 
tained in the Regulations, the Commissioner is always 
willing to give special rulings in connection with 
cases involving particular title questions upon which 
there is reasonable doubt as to acceptability under 
the regulatory provisions but mortgagees should be 
urged to limit their requests for special waivers for 
special cases only and thus eliminate unnecessary 
delay and expense to all parties concerned. 
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It should be obsei^ed that the var- 
ious waivers as to title objections 
set forth in 222 •lii apply only to 
acceptability of title at the time 
properties are offered to the Coimnis- 
sioner in exchange for debentures* 

The Commissioner's waiver of title 
objections as set forth in the Regu- 
lation does not imply that the 
matters referred to in the Regulation 
will be disregarded by the insuring 
office in processing a case or in 
fixing the amount or terms of the 
commitment to insure* Accordingly^ 
while mortgagees may rely on the 
matters set forth in the Regulation 
as constituting a waiver of title 
objection, it is entirely possible 
that any adverse affect on the value 
of the property because of the 
matters covered by the title waiver 
will be reflected in the property 
valuation and the FHA commitment with 
respect to mortgage amounts* 

lUOh* Special assessments not 
noted on mortgagee's application for 
insurance*— The Regulations covering 
Mutual Mortgage Insurance (2I4. CFR 
222.13(a)) expressly limit the amount 
which may be included in debentures 
by reason of special assessments paid 
by the mortgagee to those special 
assessments vMch are noted on the 
application for insurance or iriiich be- 
came liens after the insurance of the 
mortgage* 

If the title examination. made by 
the mortgagee prior to closing the 
loan discloses special assessments 
not noted on the application for in- 
surance, the mortgagee may advise the 
director of the insuring office the 
nature and total amount of such assess- 
ment, together vdth infoimation as to 
the number and amount of annual in- 
stallments in which it is payable, re- 
questing consent to amend the applica- 
tion by the notation of the assessment 
thereon and requesting advice as to 
whether or not such assessment will 
affect the amount of the commitment 
previously issued* If such request 
and information are received prior to 
the endorsement of the mortgage for 


insurance and such assessment would have, 
had no affect upon the amount or terms 
of the commitment as issued, even if 
such information had been originally 
noted on the application prior to proc- 
essing the case, the director is author- 
ized to give the mortgagee a letter 
advising that the Commissioner will con- 
sider the application for insurance to 
have been amended by the notation thereon 
of the assessments specifically set out 
and that such assessments will not affect 
the amount or terms of the commitment 
previously issued* 

If the information concerning the 
special assessments would have affected 
the amount or terms of the commitment, 
the letter to the mortgagee should be 
modified by setting out the reduction in 
amount or the additional conditions to be 
incorporated into the commitment. 

If the request to amend the applica- 
tion by the notation thereon of the 
assessments is received after the mort- 
gage has been endorsed for insurance, the 
mortgagee should be advised that it will 
be impossible to grant such request* 

The terms of the regulations under which 
a mortgage is insured, of coiirse, govern 
the rights of the mortgagee from the date 
of such insurance, and the mortgagees 
will undoubtedly appreciate the imprac- 
ticability of reopening or amending 
applications in connection with mortgages 
prevlously-i nsur e d • 

lijO^. Hazard insurance requirements*— 
FHA receives numerous inquiries concerning 
the requirements and policies of this 
Agency with respect to hazard insurance 
and specifically the matters of handling 
of escrow accrual accounts, ‘*home owner’s” 
type policies, ” tie-in” practices, life 
insurance, and casualty damage replace- 
ments* The purpose of this paragraph is 
to clarify FHA procedures on these ques^ 
tions* The statements in this paragraph 
apply only to Section 203 and other one- 
to four-family insurance programs; dif- 
ferent requirements apply to Section 207 
and other multifamily project loans* 

(a) Monthly insurance accruals.— 
Legally speaking, under the FHA contract 
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. insurance, mortgagees are 

i^equired, by regulation, to carry 
' insurance. Insofar as the FHA 

' this would be possible 

' mortgagees are required to 

■ Pi'operties to the FHA undamaged 

earthquake, flood, or tornado 
2 ^ondition precedent to issuance 
aeDerrbures, As a practical matter, 
is cJifficult to conceive of a case 
a. mortgagee vrould not require 
and extended coverage. It has 
notied that some mortgagees have 
scoiTbinued monthly accruals for 
2rai*ci insurance smd have permitted 
s mor-bgagor to provide his own in- 
the only requirement be- 
f2 ina-t, a policy providing proper 
verage must be furnished to the 
c'tvgagee* This procedure departs 
>m -bile long established FHA concept 
^ single monthly payment which in- 
laes all items necessary for mir>- 
ja-nco oi the mortgage. This prin- 
>i.e Has been an important part of 
i FIIA program as it is believed 
L't s\icH a plan eliminates the neces- 
P or mortgagors to periodically 
(-b large payments for hazard insur- 
e renewals, taxes, special assess- 
and other items T?diich should be 
died by the monthly accrual plan, 
"bgagees w^io have advised mortgagors 
fc i-b wo\iLd be unnecessary to create 
antiHly accrual for hazard insurance 
L noi* have the FHA mortgage insur— 

3 protiection jeopardized on such 
« However , it should be under— 

od iiHa-b in any case where hazard 
protection is a requirement 
>He mortgagee, FHA will require a 
'Hly accrual system and mortgagees 
Have c3±scontinued escrow accruals 
ad -balce prompt action to reinstate 
ccop-bable monthly accrual plan, 

b) Long term policies.— In recent 
a Hot-n mortgagors and mortgagees 
Indicated a preference for obtain-' 
rire and extended coverage in long 
policies, Hovrever, some mort- 
rs Have objected to monthly accruals 
5 -tHe basic policy was wHtter?^ 
r*ee year or longer term on the 
:»y -bHa-b the monthly accruals would 
yG a s± zable deposit well in ad- 
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vance of the premium renewal date with- 
out the return of interest to the mort- 
gagor on such deposits. Many mortgagees 
have requested advice as to handling of 
escrow accruals under such conditions. 


FHA will permit mortgagees to set up 
the escrow accruals on long term policies 
on either of the following plans. Assum- 
ing that at the time of closing a loan 
the mortgagor pays for and delivers a 
three year or longer terra fire and ex- 
tended coverage policy to the mortgagee, 
the mortgagee may thereafter j 


1, Collect monthly accruals in an 
amount equal to the cost of renewal of 
the original policy, divided by the 
number of months to elapse before one 
month prior to the date when such renewal 
premium becomes due and payable. By this 
method the mortgagee would be assured, 
that one month prior to the expiration of 
the original term of the policy, an 
escrow accrual would be available to re- 
new the same policy for a second term. 


inirteen months in advance of the 
expiration date of the policy begin col- 
lection of a monthly accrual sufficient 
^ establish an escrow collection for a 
niiniimM of one year's renewal premium for 
conventional fire and extended coverage 
one month prior to the date the policy 
must be renewed. By this method, an 
accrual cushion is created which assures 
the mortgagee of funds sufficient to re- 
coverage for a minimum 
period of one year if the mortgagor does 
not renew the original policy, 

“f should be used for any 
'“'i’ttan for longer ^ 

than one. year, 


^ umjer-g-« or f'packaee»» 

sS“r““"~ "T 

not direotly^Jelated'^o^+h® 
or covered bv property 

does not obip<.+^+ insured mortgage, FHA 
ject to a mortgagor obtaining 
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such coverage provided that the mort- 
gagee is willing to accept such a policy* 
Assuming both mortgagor and mortgagee 
desire such coverage, FHA will not ob- 
ject to the regular hazard insurance 
escrow being used for collection of pre- 
mium accruals for renewal of the home 
owner *s type policy* FHA experience has 
indicated that most of the home owner’s 
policies are written for long terms and 
in such cases it is suggested that 
either of the escrow accrual plans dis- 
cussed in paragraph (b) should be adopted 
for use -with the home owner’s type 
policy* 

Mortgagees are cautioned that in com- 
puting debentures, FHA will not reim- 
burse mortgagees for the full premium 
paid by the mortgagee for home owner’s 
policies* Under the FHA mortgage insur- 
ance contract, if an insured mortgage 
becomes delinquent and the mortgagee 
tenders the property to the FHA for de- 
bentures, in computing the amount of 
debentures FHA may include therein re- 
imbursement to the mortgagee for pay- 
•ments made in purchasing hazard insur- 
ance on the mortgage property. Because 
the home owner ’ s policy provides cov- 
erage on items other than real prop- 
erty, if a mortgagee were to purchase 
such a policy and subsequently request 
reimbursement for the premiums paid, 

FHA would not allow that portion of the 
total insurance premium attributable to 
protection other than coverage on the 
dwelling or property covered by the in- 
sured mortgage. Accordingly, the maxi- 
mum reimbursement to mortgagees in de- 
bentures would be for an amount not in 
excess of the cost of standard fire and 
extended coverage on the dwelling or 
property covered by the mortgage. Tliis 
is considered as a remote possibility 
as it is assumed that under such cir- 
cumstances mortgagees, if required to 
renew hazard insurance coverage, would 
undoubtedly request coverage limited 
solely to the conventional' fire and ex- 
tended coverage policy* 

(d) Casua].ty damage replacements*— 

As pointed out in (a), mortgagees are 
required to tender properties to the 
Commissioner undamaged by fire, earth- 


, quake, flood, or tornado as a condition 
precedent to issuance of debentures* As 
this is the basic responsibility of the 
mortgagee, it is not mandatory under the 
various one- to four-family programs 
that the mortgagee report casualty 
damages to the FHA. However, many mort- 
gagees request some assurance indicating 
that after repair of casualty damage the 
premises ydll be acceptable and that no 
objection would be made if the property 
is offered to FHA for debentures* To 
meet these requests, FHA has a procedure 
■vdiich permits mortgagees to obtain a 
binding statement indicating satisfac- 
tory repair of casualty damages. Under 
this procedure, upon request by the mort- 
gagee, the director of the local insurirg 
office will issue binding statements 
indicating the repairs are acceptable* 

In cases where the repairs involve 1^00 
or less, the director will, upon request, 
issue the statement without prior notice 
from the mortgagee, after receiving sat- 
isfactory evidence from the mortgagee 
that the repairs have been completed in 
an acceptable manner* In cases where 
the ^repairs involve an amount in excess 
of $^00, the director will not issue the 
statement to the mortgagee uriLess the 
mortgagee has notified the local office 
prior to the beginning of the repairs 
and thus afforded the local office an 
opportunity to determine to what degree 
the structural soundness of the dwelling 
was affected and the adequacy of the 
proposed repairs. After making this 
determination, a letter will be issued 
authorizing the mortgagee to proceed 
■W3.th the proposed work, or advising the 
mortgagee that modifications are neces- 
sary in the proposal* If compliance in- 
spections are to be requii’ed, the letter 
will stipulate the number and type of 
inspections that must be requested and 
made* Upon completion of the repairs in 
a manner acceptable to FHA, a letter to 
this effect will be issued to the mort- 
gagee* No fee is charged for such in- 
spections. 

(e) ’’Life insurance” or ’’mortgage 
term” policies*— FHA recognizes that 
carrying life insurance on a mortgagor* 
life in order to provide retirement 
the mortgage upon the death of the 
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dLs beneficial and makes no objec- 
"to -mortgagors obtaining life insur- 
"Covering them for -the term of the 
mortgage* Hov/everj the carry- 
^ life insurance or mortgage term 

inust be handled as a separate 
die-binct transaction from the FHA 
is\xre<a mortgage and in all respects 
'c ■t’viro transactions must be separated* 


FHA, of course, does not have juris- 
diction to investigate or enforce viola- 
tions of antitrust statutes, hov/ever, 
any instances of allegedly improper tie- 
in practices -v^hich are brought to our 
attention vdll be referred to the De- 
partment of Justice, Antitrust Division, 
for appropriate consideration by that 
Department* 


^HA v?ill not approve any requirement 
^^crtgagees Tiiich forces a mortgagor 
obj-ba-in life insurance as a condition 
obj “bailing the insured mortgage, 
i^bgagors may transmit monthly premium 
^'t^^lments for the life insurance to- 
■bHei- vdth regular monthly payments 
dear* -bhe insured mortgage to the mort- 
Tout the mortgagee -will be re- 
ii'eci -bo separate the premiums relat- 
e "bo "bhe life insurance policy from 
ose Tntilch apply to -the mortgage pay- 
nbrs and to maintain its records in 
cbi a manner that the tvro pajcaents are 
para-fcely identifiable* FHA will not 
Drove any amendment to the standard 
\ mor'bgage form wiiich would require 
rtigagors to make payments on life 
surance as an obligation under the 
3\ire<i mortgage nor permit any amend- 
1 ‘fc -fco "the mortgage form which vrould 
CO a i*ailure to pay life insurance 
itnxxtras an event of default under the 
siired. mortgage* 

(i* ) Hazard insurance tie-in prac- 

les* The Department of Justice has 

pjies*bed FHA cooperation in advising 
. mor*bgagees as to the position of 
‘ Department v/ith regard to the 
,c“b±ce of some lenders of tying-in 
es oeT hazard insurance with mort- 
e loans. 

The Department has indicated that 
c -bices as described in their state- 
rb may fall within the purview of 
Sherman Act as an unreasonable re- 
al n't or trade. Mortgagees having 
qtues lions concerning their own 
ard insurance practices or any legal 
s "bio ns relating -to the application 
fch^e Sh. 0 rman Act to such practices 
uLLd consult their ow'n counsel or the 
ar-bHieni of Justice for further in- 
nali on • 


The position of the Department of 
Justice regarding the tying of hazard 
insurance to mortgage loans is as foUovrai 

"On April 26, 19^1 a complaint was 
filed by the United States charging that 
one of the largest residential mortgage 
companies in the United States, had 
entered into agreements -with its resi- 
dential mortgage loan borrowers i^hich 
illegally required the borrower to agree 
that all hazard insurance maintained on 
the property secured* by the mortgage 
would be written, placed and sold by the 
mortgagee. 


According to the Government's com- 
plaint the illegal effects of such tie- 
in agreements were four-fold: (1) the 
owner of the residential property who 
ob-bained a mortgage loan ttes prevented 
from placing his hazard insurance with 
insurance agents and companies of his 
own choice 5 (2) insurance agents and 
brokers who normally would compete ^vith 
the mortgagee were prevented from com- 
peting for the sale of hazard insurance 
on property mortgaged to the lenderj 
(3) insurance companies, other than those 
selected by the mortgagee, were fore- 
closed from free access to a substantial 
market for hazard insurance j and (ii) 
borrowers were prevented from obtaining 
haz^d insurance at premium rates i^ioh 
might have been lower than those avail- 
able -through the mortgagee. 


— juugiiiBni. ms eniiered in thi 
case on June 30, 19$k to bring an end to 
Restraints. The judgment termi- 
na^d the agreements which gave the de- 
lemant mortgagees an exclusive right to 
place hazard insurance. It prohibits 
similar agreements in the future. Fur- 
Requires the mortgagee to in- 
orm the loan applicants and existing 
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mortgagors of their right to select in- 
surance of their ow) choice* Finally, 
it establishes various safeguards to 
assure borroTwers a proper choice in the 
selection of insurance companies. This 
judgment recognizes that mortgage 
lenders have a right to insurance from 
a reputable and reliable insurance com- 
pany* To protect the legitimate inter- 
est of the defendants on this score, 
the judgment permits them to require 
that hazard insurance be written by a 
company acceptable to them, so long as 
their standards of acceptability are 
not unreasonable, arbitrary or discrim- 
inatory, and are not used to circumvent 
the primary purpose of the decree. It 
likewise enables the defendants to 
place or write hazard insurance on 
property mortgaged to them if the bor- 
rower improperly fails to tender the 
type policy judged acceptable under the 
foregoing standards. 

In opening to competition that por- 
tion of the hazard insurance market 
represented by the mortgagee’s bor- 
rowers, this judgment did not debar the 
mortgagee from itself participating in 
that market* Although the judgment 
prevents the mortgagee from controlling 
the insurance business on property 
mortgaged to it, the mortgagee can 
fairly compete for this business* 

The decree has been the subject of 
considerable comment in the mortgage and 
insurance fields and we believe it has 
been an important factor in educating 
lenders to avoid insurance tie-in prac- 
tices. Nevertheless, the Antitrust Di- 
vision continues to receive a signifi- 
cant number of complaints against mort- 
gage lenders who persist in coercing in- 
surance business. A large portion of 
these complaints are directed against 
FHA approved mortgagees and lenders 
participating in the Loan Guarantee Pro- 
gram of the Veterans Administration* 
Insurance tie-in practices on the part 
of such lenders are particularly objec- 
tionable in our view because the lender 
is employing the resources of the Fed- 
eral Government in furtherance of a re- 
straint of trade* 


The Supreme Court has said that tying 
agreements ’serve hardly any purpose 
beyond the suppression of competition, * 
Standard Oil Company of Ca].ifornia v* 
united States , 337 U.S. 305 {l9h9 ) . 
Secl:.ion 1 of the Sherman Act, applies not 
only to activities in interstate com- 
merce, but also to local activities which 
unreasonably restrain a substantial seg- 
ment of interstate commerce. Because of 
their inherently anti -competitive nature, 
insurance tie-in contracts falling with- 
in the purview of the Sherman Act are, 
in the view of the Department of Justice, 
prin^ facie unreasonable restraints of 
THat is to say, they are illegal 
unless they can be shown to be reasonable 
under the peculiar and particular facts 
in each individual case. The consent 
judgment should serve to warn each lender 
who makes such a ’tie-in’ contract, 
whether written or oral, expressly or 
impliedly, that he is following a course 
of extremely dubious legality. 

The impression is gained from the cori»- 
plaints we received that certain local 
lending institutions are of the opinion 
that the consent decree has no possible 
application to them because their opera- 
tions do not extend beyond the boundaries 
of one state* This is an erroneous im- 
pression. The activities of local lend- 
ing institutions operating within the 
confines of one state can directly and 
substantially affect interstate commerce. 
For example, if a local lending institu- 
tion engages in tie-in practices, it may 
well be that it is foreclosing many out- 
of-state insurance companies from access 
to a substantial market for hazard insur- 
ance. A brief reference to recent Su- 
preme Court cases will illustrate the 
fact that local activities can be subject 
to the Sherman Act. 

On March 8, 19^U the Supreme Court 
said in its opinion in United States v. 
Employing Plasterers’ Assn, of Chicago. 
gi U.S. l8d. . ’That wholly Innal 

bus ire ss restraints can produce the 
effects condemned by the Sherman Act is 
no longer open to question. See, e.g. 

U.S. V. Women’s Sportswear Manufacturers 
Assn., 336 U.S* ii60, The Supreme 
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stated in the latter oases *Re- 
tSj to be effective, do not have 
ipplied all along the line of 
it of interstate commerce* The 
of the restraint may be intra- 
as the making of a contract or 
ition usually is; the application 
restraint may be intrastate, as 
3n is, but neither matters if the 
iry effect is to stifle or re- 
commerce among the states* If 
LrTt.erstate commerce that feels 
rohV it dyes not matter how local 
Oration which applies the squeeze* • 
Kning supplied) 

relieve that if responsible lenders 
ire of our views regarding tie-in 
jes in tile insurance field they 
iluntarily eliminate those prac- 
For this reason, we have sought 
} wide publicity to our position, 
r, if lenders in the face of the 
i judgment persist in unreasonably 
Lng their borrowers from access to 
ipetitive insurance market, they 
'ious risks of prosecution, and of 
.ty for treble damages, under the 
) Act.” 


lltOy, Termination of insurance con- 
tract*— The provisions of the National 
Housing Act and the Administrative Reg- 
ulations thereunder constitute the con- 
tract of insurance, and such contract 
provides the manner in which it may be 
terminated* There is no provision 
therein which v/ould give the mortgagor 
or the mortgagee the right to terminate 
the insurance contract at will, nor is 
a similar right given the Commissioner* 
The mortgagor may, of course, exercise 
the privilege contained in the mortgage 
to prepay in full prior to maturity, but 
this would require the payment of the 
adjusted premium charge of 1 percent of 
the original principal of the prepaid 
loan, unless one of the exceptions pro- 
•\d.ded in the regulations would be appli- 
cable under the facts of the particular 
case. It is clear that the 5.nsurance 
contract may not be terminated merely by 
payment of the adjusted premium charge 
if the loan is not in fact paid in full 
prior to maturity* The provisions of 
the National Housing Act authorize the 
Commissioner to collect the 1 percent 
adjusted premium only in the event the 
mortgage is prepaid in full. 


)• Lost origiiml credit instru- 
rocedure for obtaining endorse- 
duplicate* — If the original 
instrument bearing the insurance 
ment has been lost or destroyed, 
tgagee should submit to the local 
ig office an executed duplicate 
original credit instrument, iden- 
n all respects to the original, 
r with an indemnity bond (on a 
spared by the T'-ik which can be 
d from the local field office) 
d in quadruplicate. The origi- 
emnity bond ivill be retained by 
uring office, as ivell as one 
nd two copies will be returned 
mortgagee, one for its files and 
delivery to the mortgagor* If 
srs are in proper order, the 
be credit instrument v/ill be en- 
ror insurance under the current 
1 immediately thereafter will be 

le following: '‘as of 

3 to be supplied will be the orig- 
lorsement date* 


lii08. Effect of Solders’ and Sailors’ 
Civil Relief Act, as amended*— The policy 
of the Federal Housing Administration is 
one of complete cooperation with the 
spirit and intent of the Soldiers’ and 
Sailors’ Civil Relief Act, as amended* 

To the fullest extent of its authority 
the Administration endeavors to protect 
a mortgagor in the armed forces. In 
addition, without impairing the mort- 
gagee’s rights under the FHA contract of 
insuraixje, the administrative practices 
and procedures have been constantly ad- 
justed to permit mortgagees to afford all 
possible relief in military service cases 
consistent Trith the provisions of the 
National Housing Act and the regulations 
pursuant thereto* Rulings and statements 
have been issued concerning such matters 
as: 


(a) Effect of agreement between mort- 
gagee and mortgagor in military service 
to modify terms of payment* 


(b) Definition and rights of ’’per- 
sons in military service*” 

(c) Stay of enforcement of obliga- 
tion by court* 

(d) Proof of military service and 
termination thereof* 

(e) Procedures for additional amount 
in debentures for loss of interest due 
to foreclosure postponement where mort- 
gagor is in military service* 

(f) Amortization, acceleration and 
refinancing after return from military 
service* 

(g) Procedure for mortgagees and 
servicing agents in reporting defaults 
for mortgagors in military service* 

Mortgagees may obtain detailed infor- 
mation on the foregoing and other matters 
conceralng the operation and effect of 
the Soldiers’ and Sailors’ Civil Relief 
Act, as amended, from the local FHA office* 




SCHEDULE OF FEES AND PREMIUMS — HOME MORTGAGE 
INSURANCE — SERVICES AND CHARGES 


T'' Op---' 

nee.) Under tlic trans.rctions i through 4 helow ,in EXAMINATION Fee of 

POSED cons™™ P'^O- 

NUMBER will be nS " ^ASE 

I. Initial application on any property from initial mortgagee 

" l?;::‘h:bZr'Zd"e'r’’' 

3. Request for reopening more than 2 months after final rejection. 

4. App'-ntton (or request) (a) from different mortgagee; (i) Involving refinanc 
ng of insured mortgage, except that there Is no examination fee (,) upon an 
application to refinance for a veteran (as defined in Section 213 of the Act) 

tied under Section 213 upon release of individual property from blanket 
Section 213 mortgage; (c) Involving different location when combined with 
d fferent mortgagor or erection of substantially different dwelling; or (,!) more 
han 2 months after date of expiration or cancellation of a commitment. 

B. COMMITMENT EXTENSION FEE-S20 (CODE 6); (See E below for open- 
end advance commitments.) Remit in advance for extension of any commitment 
which as active or not more than 2 months after its expiration or cancellation date- 
except that no fee will be charged at time of conversion from conditional to firm 
commitinent or substitution of mortg.agor under firm commitment if term is 

- p--'- "-ini: 

mtaeilZ 2); Initial premium amount shown in com- 

ment based upon average outstanding principal during first year accordinir 
0 amortixatton plan. Remit with closing papers. Excepuhat thL^ is no intial 
piemium to be remitted under a Section 222 case. 

D. INSURANCE CHARQE-(CODE 3); Remit in advance (g ()«/ per annum 

ollowing date of request for insurance of advance to next anniversary date of 
regular mortgage premium under mortgage involved. 

E. OPEN-END ADVANCE: AN APPLICATION FEE of $io fCODF i 

. n APPLICATION and a COMMITMENT EXTENSION pertaining to an 
pen-en a vance under an insured mortgage pursuant to Section 225. 
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Appendix ( 



FEDERAL HOUSING ADMINISTRATION INSURING OFFICES 

NORMAN P. MASON, COMMISSIONER 


ZONE 1 

Connecticut: 

Room 301, 125 Trumbull Street, Hartford 3. Tel. Chapel 9-5687. 
Federal Housing Administration, 304 Post Office Building, Middle 
Street, Bridgeport. Tel. 68-2504. 

Maine: 

Exchange Building, Bangor. Tel. 8287. 

Massachusetts: 

Custom House, Corner State and India Streets, Boston 9. Tel. 
Hubbard 2H5200. 

New Hampshire: 

Post Office Building, Hanover and Chestnut Streets, Manchester. 
Tel. 5-7691. 

New York: 

New York City District: 

4th Floor, 655 Madison Avenue, New York City 21. Tel. 
Templeton 8-3600, 

205*07 Hillside Avenue, Jamaica 23, New York. Tel. Hollis 
4-7766. 

Albany District; 

Ninth Floor, City and County Savings Bank Building, 100 State 
Street, Albany 7. Tel. 5-8811. 

Buffalo District: 

U. S. Courthouse, Niagara Square Street, Buffalo 2. Tel. Wash- 
ington 4780. 

Federal Housing Administration, Terminal Building, 65 Broad 
Street, Rochester. Tel. Baker 5892. 

Rhode Island; 

Room 300, Post Office Annex, Providence 3. Tel. Gaspee 1-4818. 
Vermont: 

90 Main Street, Burlington. Tel. 4-6846, 

ZONE II 

Delaware: 

Room 328 Cont. Am, Life Insur. Building, 11th and King Streets, 
Wilmington. Tel. 7511-7512, 6-2673. 

District of Columbia: 

Room 103, MeShain Building, 333 Third Street NW, Washington 
25. Tel. Ex. 3-4160. 

Maryland; 

915 Fidelity Building, Baltimore 1. Tel. Saratoga 7-7630, 

New Jersey: 

91-93 Halsey Street, Newark 2, Tel. Mitchell 2-6014. 

Room 218-226, Post Office Building, 4th and Market Streets, 
Camden 1. Tel. Woodlawn 4-6644. 

Pennsylvania: 

Western District; 

Room 629, Grant Building, 333 Grant Street, Pittsburgh 19. 
Tel. Grant 1-0800. 

Eastern District: 

Robinson Building, 15th and Chestnut Streets, Philadelphia 2, 
Tel. Locust 7-3500, 

Appendix II 


ZONE II — Continued 

Virginia: 

900 North Lombardy, Richmond 19. Tel. 3-8451. 

Federal Housing Administration, Duke-York Building, Norfolk 10. 
Tel. 2-6628, 

West Virginia 

304 Embleton Building, 922 Quarricr Street, Charleston 1. 
Tel. 35585. 

ZONE III 

Alabama: 

City Hall, 710 North 20th Street, Birmingham, Tel. 5-33421. 
Federal Housing Administration, 58 St. Joseph Street, Mobile. 
Tel. 2-3641. 

Florida; 

Northern District; 

St. Johns Apartment Building, 610 Julia Street, Jacksonville 2. 
Tel. Elgin 4-7111. 

Professional Arts Building, 420 West Lafayette Street, Tain|m. 
Tel. 8-4838, 

Southern District; 

269 Giralda Avenue, Coral Gables, Miami. Tcl. 40856. 

Georgia ; 

101 Marietta Street Building, Atlanta 3. Tcl, Walnut 8811. 
Kentucky; 

Madrid Building, Third and Guthrie Streets, Louisville. Tcl. 
Jackson 1361. 

Mississippi; 

203A Lamar Life Building, 317 East Capital Street, Jackson 5. 
Tcl, 2-5528. 

North Carolina: 

11th Floor, Guilford Building, Greensboro, Tcl. 2-6114. 

Puerto Rico: 

Banco Popular Building, P.O. Box 3592, San Juan 17, Tcl. 2- 3976, 
South Carolina; 

Federal Land Bank Building, Columbia 1. Tel. 2-1907. 
Tennessee; 

210 Federal Building, Memphis 1. Tel. 5-0671. Federal Hous- 
ing Administration, Room 307, U. S. Post OHicc Building, P. O. 
Box 1468, Knoxville. Tcl. 5-2163. 

Federal Housing Ad ministration, 6th Floor, New U. S. Court 
House, Nashville 3. Tcl, 4-29651, 


ZONE IV 

Illinois; 

Northern District: 

10-166 Merchandise Mart Building, 222 North ILink Drive, 
Chicago 54. Tel. Whitehall 4-7500. 

Southern District; 

Adams Building, 624-630 East Adams Street, Springfield. Tel. 
2-9606. 
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